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Old Market and 
Levee, St. Louis, 


compels confidence 


alty insurance carrier—a direct friendly relationship 
CENTURY AGO when the early river boats 


with their company—a voice its management— 
were helping make St. Louis thriving commer- 


substantial saving cost through dividends. 


cial center, mutual insurance had already served four 
Any business man—any property car owner— 

will find interest booklet which will sent 


request. You may ask for with the definite 


America—with more than score companies 
assurance that there will solicitation 


over hundred years old, mutual insurance has bac 


ful 


operation. Chicago, 


toa great extent the confidence bred this 


unmatched record, that annually impels thousands 
MUTUAL PROTECTION IS AVAILABLE 
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Creating Atmosphere 
that Attracts the Public 


more than ever, bank ar- 
chitecture should depend for its 
success quality. secure the 
the impression financial strength 
matter materials first all. 


The finest medium 


Indiana Limestone has long been the 
favored material bank buildings be- 
cause the impressive beauty which 
brings. Sometimes used with 
other materials shown here. More 
and more the tendency toward all- 
stone facing. 


The architect has always regarded 
natural stone his finest medium 
expression. There are actual dollars- 
and-cents advantages the limestone 


building which are 


cially your bank building 
contain also modern 


People have indicated that they 
are ready pay preference for 


space stone buildings fine design. 


Surveys leading metropolitan 
centers show the Indiana Limestone 
building have better-than-average 
rental appeal. Consider this, when 
you build. 


Write for brochure 


cost, Indiana Limestone but little 
more than other materials. Yet over 
the years, proving produce 
better return. Let send you 
illustrated brochure showing modern 
bank buildings. Address Dept. 1876, 
Service Bureau, Bedford, Indiana. 


INDIANA LIMESTONE COMPANY 


General Offices: Bedford, Indiana 


Detail, Baltimore Trust Company, Baltimore, Md. Taylor Fisher 
and Smith May, Henry Miller, Inc,. Builder 


Executive Offices: Tribune Tower, Chicago 
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The End the Banking Day 


JOURNAL COVER ILLUSTRATION: FROM PAINTING 


assailed many country 
banker after hard day finally 
whether not the vault door was 
locked. rid himself the fear 
has journeyed again 
the bank the 
dead the night 
see that all was well, 
but the Colonial 
period 
ing, less volumi- 
nous, was also more 
simple, 
banker had only 
reach under the bed 
peep into nearby 
closet know that 
his funds were safe. 
For that time 
was the fashion for 
the banker live 
modest apartments 
over the bank, just 
some small merchants 
now live over their stores and great 
vaults and mammoth safes were not 
yet standard accessories banking. 
The strong box was common 


use—though why was termed 


strong box when matter fact 
was not very strong—and the 
banker the close the business 
day would put his currency and se- 
curities into the box, and for greater 
safety carry upstairs his liv- 
ing quarters, there guard and 
defend till the coming another 
day. 


then compared with banking now, 
for the fine art inquisitorial ex- 
aminations had not been developed, 
bank architecture was nowhere and 
the banker was content with relying 
alone upon his good name instead 
also rearing 
ing which 
would dominate the 
landscape. for 
all its simplicity 
banking must have ex- 
acted then, ex- 
acts today, about the 
same burden care 
and responsibility. 

There neverthe- 
less, the picture 
that Mr. Maris 
painted for this 
month’s 
stration, suggestion 
quiet and peaceful- 
ness the simple lit- 
tle banking room that, 
like everything else, 
marked variance with the average 
banking room today. 


good old times, peo- 

ple reverently speak them, 
are gone. not know whether 
not they were good but know 
that they were old, and notwith- 
standing the fashion lamenting 
the passing those times, there 
scarcely soul any walk life 
who would satisfied live such 
life, now that knows the tempo 
these times—even with all their 
hazards and shortcomings. 
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Pisum 
Sativum 


for moment, the 

pisum sativum, fabaceous herb, 

according the dictionary, but 

you the common garden variety 

pea. With such honorary title 
pea should feel 

Wisconsin is. Wisconsin produces 

more than half all peas canned the 

United States—10,000,000 cases, 240,000,000 

cans peas valued $25,000,000. Although 

seasonal business, Wisconsin canners employ 50,000 

workers with payroll $2,000,000. Farmers receive 
$10,000,000 for crop approximately 138,000 tons. 
about ten weeks this important industry uses 5,000 carloads 
cans, 2,000 carloads coal, and 1,000 carloads packing boxes. 


The First Wisconsin National Bank, both directly and through its cor- 
respondent banks the state, has fostered and encouraged the Wisconsin 
pea canning industry attaining its dominant position 
among forty-seven sister states. 


Business men and bankers are invited consult First Wisconsin officers 
questions related the industrial and agricultural prosperity Wisconsin. 


FIRST WISCONSIN 
NATIONAL BANK 


MILWAUKEE 
Member Wisconsin Bankshares Group 
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This Month’s Journal 


and 


Your Own Bank 


indeed rare banker who, these days deep-set and 

trends banking, rapid changes business that 

create new conditions with which banks must cope, changing 

methods manufacture and national habits, who needs not the 

counsel and the advice fellow bankers—who from 
conference with his fellows.” 

Thus, with characteristic directness, writes John Lonsdale this 
month’s JOURNAL, urging every executive attend the Cleveland Con- 
vention the American Bankers Association “for the good bank- 
ing whole and for his own especial benefit.” The letter puts into 
terse and eloquent phraseology the fact that the Convention this year 
one extraordinary importance—that “never before has the bank- 
ing business the United States been confronted similar circum- 
stances and similar conditions.” 


public often expects that bankers possess degree knowl- 

edge all subjects, approaching omniscience. Judge Thomas 
Paton’s article Object Lesson Trust Management” should 
read with this thought mind. describes how trust com- 
pany was penalized for not knowing that certain securities would 
decline value the open market. 

The court decision declared, moreover, that the company had failed 
seek the advice and guidance the court whether should 
hold sell. Wall Street and stock-trading circles generally are 
engaged endless search for the oracle able answer correctly 
the question: will the stock market any part rise decline 
tomorrow, next week, next month next year? paragraph from 
Judge Paton’s analysis the decision shows how closely the issue con- 
cerns the responsibilities every trust executive: 

“The safer procedure all such cases would seem be, instead 
relying and acting upon the judgment his own officers, seek the 
advice and guidance the court pointed out the opinion quoted, 
whether sell retain. Then the trust company will acting 
according law and while the advice may some instances un- 
sound economically—for least debatable whether the judicial 
mind better trained than that the financier foretell the future 
prices stocks and the conditions which affect such prices—at all 
events the trust company will have the sanction judicial decree 
which will serve protection against liability.” 


OSCOE MACY writes the life story village 
bank located town where the population 
figures climbed 400 some time ago and stopped. 
Without taking unusual risks departing from 
conservative practice, the bank question has been 
able meet strong competition from neighbor- 
ing towns and maintain its earnings satisfac- 
tory basis. Here truly optimistic view the 
functions small bank—a view that rests 
something far more substantial than sentiment. 


BELL attributes the post-war prestige public utility bonds 

investments for bank and trust funds three principal devel- 
opments: First, recognition that utilities general have shown con- 
siderable stability earnings; second, the removal utilities from 
the bickering and uncertainty local political quarrels supervision 
state and municipal commissions; and third, the growth customer 
ownership through public sales utility securities, which has served 
powerful buiwark against political attacks. The article furnishes 
number convenient methods distinguishing good utility bond 


business conditions 
justify Rotary” 24-hour de- 
service. 


Adoption the Rotary” 
the largest chain banks proves 
the best, well the original. 


May our sales engineer show you 


his working model? 


The Bank Vault 
Inspection Co. 


Samuel Yeo, President 


South 18th Street 
Philadelphia, Pa. 


Chieago: 6 N. Michigan Bivd. New York: 175 Fifth Ave. 
SALES ENGINEERS IN ALL PRINOIPAL OITIES 


Clip and Mail Coupon 


The Bank Vault Inspection Co., 
South 18th 
Philadelphia, 


are interested. 
Please send com- 
plete information 
Yeo Rotary Night 
Depository. 
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from bad one. Convertible bonds and 
those with stock purchase warrants 
other “extras,” says, should ex. 
amined critically. 


his article called 
“Progress Toward 
the Goal Fair 
Taxation,” 
ton Cooke says that 
seeking privileged 
position respecting 
taxation. goes 
back the 
troversy between 
Andrew Jackson 
and the Bank the 
United States and 

traces the evolution bank taxation 
theories through the Act 1864 the 

12490. lays much the blame 
for difficulties the past the 
psychology taxing officers. “They see 
the papers,” writes Mr. Cooke, “state- 
ments vast wealth the banks, and 
they believe, honestly, think, that they 
can dip deeply without hurting 


ROFESSOR 

HIRAM 
JOME, article 
called “Gold’s Use 
Can Stretched,” 
discusses 
tion gold com- 
modity prices and 
finds cause for 
gloom the 
ing rate increase 
gold production. 
suggests im- 
pressive list ways 
which the world’s supply gold 
might made work longer hours and 
more diligently. sees more cause 
worry about shortage the supply 
metal used measure commodity 
values, than about shortage “feet” 
measure distance, pounds meas- 
ure weight. cites reasons for be- 
lieving that new economies the use 
gold basis for currency and credit 
will more than offset lagging produc- 
tion. The growth group and branch 
banking, with the resulting reductions 
cash and reserves, regards impor- 
tant. 


LYDE 
HARRIS sees 

obstacle 
meeting competi- 
tion finance com- 
panies, commercial 
credit organizations 
and land banks. 
these types lend- 
ing are safe and 

banking room the world— Resources over $300,000,000 Mr. Harris that 
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from their banks just favorable 
terms from mutual loan association 
installment agency, “the majority 
them will prefer borrowing from their 
bank.” says that any bank 
smal! city with resources $1,000,000 
more, could profitably handle install- 
ment loans. 


ratio system 

melting down 
financial statements 
and extracting their 
essence, 
called the last word 
applying the 
scientific principle 
business. Walter 
Paul suggests 
“Eight Practical 
Ratios” which will 
give any bank 
bank 
sharp etching his financial status. 
The ratios described this article are 
designed specially for industrial mer- 
chandising concerns. Those adapted 
the needs banks will discussed 
article the same writer the 
September JOURNAL. 


EVENTY-NINE 

for each 
new account the 
cost reckoned one 
bank, adding 28,- 
300 depositors its 
list. “The janitor 
writes Kraus, 
“has 
sible for over thou- 
sand new accounts.” 
this article are 
described the details 
successful promotion plan based 
the loyal cooperation the bank’s staff. 
Also are given the results experi- 
ments, costing much effort and money, 
which were made before the right plan 
could found. 


REAT 

farming corpo- 
rations operating 
many thousands 
acres recently have 
come into existence 
Kansas. 
Aicher describes this 
development from 
the standpoint its 
effect community 
life, lower unit costs 
production, high- 
tion, margin profit, distribution and 
wider use scientific methods and mod- 
ern equipment. says that the at- 
tempts establish corporate farming 
the past never met with complete suc- 
cess but the present instance, some 
corporations have been able distribute 
generous dividends stockholders. 
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15th ANNUAL CONVENTION 


FINANCIAL ADVERTISERS ASSOCIATION 


SEPTEMBER 17-20 
LOUISVILLE, KENTUCKY 


The 15th Annual Convention the Financial 
Advertisers Association will held this year 
Louisville, Kentucky, September 20, 
the Brown Leaders bank, trust, 
and investment advertising and selling will fore- 
gather discuss the most resultful ways meet 
the challenge the next decade. 


The problems the metropolitan 
those located medium size centers and small 
cities, will studied. The elemental problems 
well the latest developments will find expres- 

hree days intensive study. 


balanced, forward program. 


demonstration how financial houses are meet- 
ing their fast-moving, daily changing advertising 
and selling problems. 


And further, opportunity analyze your 
advertising against that exhibited hundreds 
check your work against others. 


YOU ARE INVITED ATTEND 


BUSINESS CONFERENCE 
THREE DAYS RESULTFUL 


For further information address Preston Reed, Executive Secretary, 231 Salle St., Chicago 


When writing advertisers please mention the American Bankers Association Journal 
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Object Lesson Trust 
Management 


THOMAS PATON 


General Counsel, American Bankers Association 


Trust Company Executor Surcharged for Losses Sustained 
Through the Decline Value Stocks, Even Though the 
Will the Decedent Expressly Authorized that the Securities 


Continued. 


RECENT decision the Surro- 
gate’s Court Westchester 
County, New York (Estate 
Frederick Clark, May 

1930), worthy the attention officers 
trust companies and trust depart- 
ments national banks which act 
the capacity trustees for estates, 
indicating the danger holding securi- 
ties speculative nature too long 
the face declining market even 
though the will creating the trust au- 
thorizes the trust continue 
such investments originally made the 
testator. 

the time his death 1920, the 
testator owned certain common and pre- 
ferred stocks the Cuban American 
Sugar Company (the common being ap- 
praised $49 and the preferred $100 
per share) and certain common stock 
the Guantanamo Sugar Company (ap- 
praised $86 per share). The will 
authorized the executors and trustees 
continue all the investments securities 
made the testator. 

Part the stocks were distributed 
legatees the executors 1923 pro- 
vided the will. which time there 
had been considerable shrinkage 
value; the market value Cuban Amer- 
ican common having fallen $22 and 
the preferred $89 per share, while 


the Guantanamo common had fallen 
$12.25 per share. the executors’ ac- 
counting, the court, however, decided 
that view the lack objections 
upon the part the family and other 
obvious reasons retaining such se- 
curities for division among the legatees, 
the executors exercised reasonable 
diligence and prudence and were not 
grossly negligent failing sell such 
securities nor personally liable for the 
shrinkage value. The remainder 
such securities were taken over the 
trust company under decree court, the 
estate held until certain legatee 
reached the age thirty-five years. 
when half was paid her. The 
stocks taken over were thus valued: 


1248 sh. common Cuban American 
$27,456 

sh. pfd. Cuban American Sugar 

296 sh. common Guantanamo Sugar 
$38,936 


Loss Stocks Held 


trust company continued 

hold these securities for seven years 
and when the legatee reached the age 
thirty-five, sought judicial settlement 
its accounts the end that there 
might distributed her one-half 
the trust fund accordance with the 
terms the will. the time the 


Higher Standard Duty for Corporate Trustees. 


proceeding for accounting, the stocks 
had declined value the following: 
The Cuban American com. less than per 
The American pfd. $50 per share. 
The Guantanamo cents per share. 
Upon the accounting, the objectors 
sought surcharge the trust company 
for the retention the securities and 
contended that even under their right 
continue the investments the trust com- 
pany failed its duty and retained 
highly speculative stocks. The trust 
company sought justify the retention 
the stocks the following grounds: 


1. The decree of the court directed it to re- 
ceive the stock. 

2. Advice of its counsel that it was entitled 
to hold the securities. 

long the sugar company looked finan- 
cially sound, regardless of the price of the 
stock on the exchange. 

That was diligent inquiring into and 
examining the affairs the companies and 
sought advice from the executive commit- 
tee its board directors and the officers 
of the company. 

That acted good faith. 


The court disposed these reasons 
pointing out that its decree did not 
absolve the trust company for its future 
conduct with respect the stocks, which 
was not bound retain, and further 
that time during the period 
seven years did the trust company ap- 
proach the court seeking advice guid- 
ance with regard the retention the 
stocks; that the advice counsel did not 
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relieve the trust company from the duty 
active vigilance; that the trust com- 
pany did not escape 
cause acted pursuance the judg- 
ment and advice those expert its 
management; and that the question 
good faith was not involved. 


Speculative Nature Stocks 


court, after reviewing the course 
the market price these stocks, 
said: 

“The trustee has dealt with this trust for 
the seven years at a time when the country 
has been prosperous. General business has 
been good. There have been general de- 
pressions. But all sugar companies have 
been laboring under difficulties. The most 
important cause for the decline has been the 
price of sugar. World production in sugar 
has been the contributing cause, as testified 
to by the expert witness produced by the 
trustee. Following the war European coun- 
tries began to produce their normal supplies, 
with the result that Cuba found its market 
severely curtailed, in spite of the fact that 
there has been no hold-up in the growth of 
world consumption. Several high cost sugar 
producers have gone out of business, and the 
rest are still struggling. Added this eco- 
nomic difficulty the problem the high 
sugar tariff. The high tariff has favored the 
home-grown market. The market for Cuban 
sugar has diminished. It also appears that 
the management of the Cuban American 
Sugar Company is faced with a refunding 
problem of its bonds. The solution of the 
refunding problem is not now definitely 
assured. 

“Under such related conditions the com- 
mon stock of the Cuban American Sugar 
Company could hardly considered 
other than highly speculative. These factors 
justify the decline in the market price which 
has taken place this stock. can said 
that as a speculation grossly approximating 
gamble the stock might 


Duty Trustee 


ROCEEDING, then, consider 

whether the trust company, hold- 
ing the stocks, had performed its duty, 
the court said: 


“The question before the court is, even 
though the testator authorized the trustee to 
continue its investments, was the trustee 
justified in so doing, or is it guilty of negli- 
gence? The primary duty of a trustee is to 
preserve the trust funds and procure a safe 
and just income therefrom. * * * The law 
imposes upon trustees a duty to employ such 
diligence, prudence, sagacity and vigilance in 
the care and management of an estate as 
prudent men of discretion employ in their 
own like affairs. This necessarily excludes 
all speculation, all investments for an un- 
certain and doubtful rise in the market, and, 
of course, everything that does not take into 
view the nature and object of the trust, and 
the consequences of a mistake in the selec- 
tion of the investment to be made.” 


The court said does not follow that 
because prudent men may, and often do, 
conduct their own affairs with the hope 
growing rich and therein take the 
hazard adventure which they deem 
hopeful, trustees may the same; that 
the preservation the fund and the 
procurement just income therefrom, 
are primary objects the creation 
the trust itself and are primarily 
regarded. Commenting the duty 
the trustee the present case, the court 
said: 


“The trustee in the instant case, even 
though it acted in good faith, must also have 
acted without negligence, and employed vigi- 
lance, sagacity, diligence and prudence as in 
general prudent men of discretion and in- 
telligence in like matters employ in their own 
affairs (Brown Cleveland Trust Company 
233 399, 405). did not act 
S — to the extent of the depletion of the 
und. 


Higher Standard for Corpor- 
ate Trustees 


court indicated that trust com- 
standard duty than will individual 
trustee. Upon this point said: 


“In trust relations these days, when trust 
companies have entered the business, much 
more is expected from a corporate trustee 
than from the old-fashioned individual exec- 
utor or trustee. Trust companies seek this 
character business, claiming that they are 
specially qualified and financially respon- 
sible. They make specialty trust mat- 
ters and claim familiar with the author- 
ity of executors and trustees as to trust 
investments. They have claimed that each 
estate and trust will receive the personal at- 
tention one trust executive whose life 
work is the administration of estates and 
trusts, and decisions with regard to the pur- 
chase and sale of securities will be indepen- 
dently arrived at by these officers in con- 
sultation with investment experts (Matter of 
Hurlbut, 210 A. D., p. 459). The courts, and 
particularly the Surrogate’s Court, vigilantly 
enforce the highest standard of fidelity of 
trustees and zealously guard the rights 
beneficiaries (In re Knower, Foley, S., 121 
Misc. 208; Matter Jarvis, 110 5).” 


Discretionary Will Clauses 
Objectionable 


OMMENTING upon clauses wills 
which, granting discretionary 
powers, enlarge the legal rights trus- 
tees holding securities, the court said: 


“But draftsmen wills frequently throttle 
the enforcing hand the courts the terms 
of the will. They invite disaster and make it 
difficult hold improvident administra- 
tion the estate. 

“Whenever will-makers grant discretionary 
powers to executors or trustees with relation 
to the retention of securities with varying 
use of words indicating the minimum and 
maximum of liability, unusual vigilance and 
prudence should be exercised by the trustees. 
The right to continue non-legal investments 
being an enlargement of the recognized rights 
trustees holding securities, acts 
trustees the retention securities which 
would offend the judgment prudent men 
intelligence should and will seized upon 
by the courts as the reason for surcharging 
trustees for the protection of the immediate 
beneficiaries and the ultimate remaindermen 
trusts.” 


Trust Company Held 
Negligent 


EACHING its conclusion, the court 
said: 


“It is the opinion of the court that the 
trustee did not exercise that active diligence, 
prudence and high standard of care which 
the law exacts, when it continued to hold 
certain of said stocks beyond the time when 
they should have been sold. did not ex- 
ercise the solicitude for the rights of all in- 
terested the estate which the law imposes 
on trustees. Reasonable diligence, intelli- 
gence and prudence on its part in the care of 
this trust has not been shown, the lack of 
which amounts to negligence. The objectors 
have sustained their burden of proof. 

“The trustee should have sold the stocks, 
taken the loss and saved itself from criticism 
and liability. The court will visit a sur- 
charge against it and will point to the month 
September, 1927, the time when the 
common stock of the Cuban American Sugar 
Company should have been sold at $20 per 
share by a _ prudent, diligent and careful 
trustee. Said trustee is surcharged with the 
difference between the present market price 
of $7 per share and the price of $20 per 
share for the Cuban American Company com- 
mon stock the amount 

“T have not surcharged the trustee with 
regard to the stock of the Cuban American 
Sugar Company preferred because it main- 
tained its price until February, 1929, when it 
took sudden drop $61. December, 
1929, was selling $56. now selling 
$50. The trustee should consider its sale 
at such price. 

“Said trustee also surcharged for over- 
holding the Guantanamo Sugar Company 
common stock, with the difference between 


the present market price $0.50 per share 
and the amount per share Septem- 
ber, 1928, the date when said stock 
have been sold, the amount 

“The retention beyond these dates not 
consonant with sound and safe discretion, 
The terms the will conferred 
but did not impose duty retain through 
every adversity.” 


The Object Lesson 


learn from this decision that 

the management securities held 
for estates, higher standard care 
and diligence will exacted trust 
companies than the case individual 
trustees and that where securities 
speculative nature are confided trust 
company and there falling market, 
the trust company will retain such 
curities its own risk, even though such 
ment creating the trust. The rule seems 
sell and take the loss, rather 
than hold the hope advance 
market price, even the latter course 
would, individual cases, seem best 
the experienced judgment the trust 
officers. would an_ interesting 
speculation whether, the case the 
sugar stocks question, had they been 
sold the times and prices indicated 
the court and there had been subse- 
quent advance market price due 
more favorable tariff and better market 
for Cuban sugar, the legatee would have 
had standing court complain that 
the stocks should have been held, au- 
thorized the will, rather than sold 
and that the trust company should 
surcharged with the difference. 
course, such conditions developed 
this particular case, but difficult 
forecast the future and there may 
many speculative stocks confided trust 
companies under authority hold, 
where serious decline market price 
may followed the course few 
months substantial recovery and 
where the serious problem confronting 
the trust company will whether sell 
and sacrifice, hold and incur the 
risk liability for further loss, should 
the market price not recover. 

The safer procedure all such cases 
would seem be, instead relying and 
acting upon the judgment its own of- 
ficers, seek the advice and guidance 
the court pointed out the opinion 
quoted above, whether sell retain. 
Then the trust company will acting 
according law and while the advice 
may some instances unsound eco- 
nomically—for least debatable 
whether the judicial mind better 
trained than that the financier 
foretell the future prices stocks and 
the conditions which affect such prices— 
all events the trust company will have 
the sanction judicial decree which 
will serve protection against lia- 
bility. are advised the trust com- 
pany that the case will appealed. 

connection with the above may 
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the Members the American 
Bankers Association 


JOHN LONSDALE 


President the American Bankers Association and President, Mercantile Bank Commerce 
Trust Company, St. Louis 


this communication address 

you personally could see 
you and each you face face, for 
want discuss with you three subjects 
vital your interests 


The trend banking. 


The trend legislative thought 


The American Bankers Associa- 
tion Convention this year held 
Cleveland, September 29-October 
and what that Convention may mean 
your own business. 


WISH were possible through 


there more important busi- 
ness each community than banking, 
there more important national 
business convention than the Annual 
Convention the American Bankers 
Association. 


The reports its deliberations, its 
opinions and its judgments sent out 
through the nation, aid crystalizing 
public opinion, and serve helpful 
guides business. But for those who 
Participate the sessions the benefits 
are greatest because thought stimu- 
lated and clarified, and often local 
banking problems immediately cease 
problems the light facts and 


methods which are revealed the ses- 
sions the Convention. 


Develop These Opportunities 


HIS year, perhaps never be- 
fore, the should ap- 


peal you, for never before has the. 


banking business the United States 
been confronted similar circum- 
stances and similar conditions. 


The banking business fundamen- 
tally sound; the achievements the 
business whole the last decade 
have been incomparable; has been 
the mainspring season unpar- 
alleled prosperity, and has held firm, 
sound and unmoved the recent pe- 
riod stock market deflation. Lying 
before are greater opportunities for 
public service than have ever before 


been possible banking, and our 


privilege and our duty develop these 
opportunities. 


But notwithstanding all that, the ra- 
pidity modern business change, the 
strength and daring business enter- 
prise, the tendency large-scale oper- 
ations both within and without banking 
have brought the threshold 


new era banking, wherein our daily 
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laws, new circumstances and perhaps 
modified public opinion. 


There are legislative hearings and 
investigations banking pending that 
may lead know not where. Earnest 
men official and private life are 
conscientiously trying find the right 
many questions, trying find the 
correct answers strange and perplex- 
ing problems. the duty all 
the profession help that 
public opinion may clear, and not 
confused, that our business and all 
business may pursue course during 
the coming years that will retain the 
prosperity our nation possesses and 
that will multiply that prosperity. 


What Estimate Its Possibilities 


HIS should better and 

happier thanits predecessor. 
only fear connection with that 
may fail think hard enough about 
it, that shall fall short our esti- 
mate its possibilities; that shall 
not our full part marking out the 
course business and banking but 
shall leave other and less experi- 
enced hands. 


The expressions and the delibera- 
tions and the findings the coming 
Convention should exert positive and 
beneficial influence banking thought 
the ensuing year, and even down 
through the years. The general public 
will give sharp attention the pro- 
ceedings the American Bankers As- 
sociation the Cleveland Convention. 


indeed rare banker who 
these days deep-set and powerful 
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trends banking, rapid changes 
business that create new conditions 
with which banks must cope, changing 
methods manufacture and na- 
tional habits, who needs not the coun- 
sel and the advice fellow bankers— 
who cannot benefit from conference 
with his fellows. 


Place Profit 


Convention program being 

planned make the Convention 
place opportunity, and profit 
the man who confronted with special 
well with the general problems 
the business. 


therefore behooves every bank ex- 
ecutive who can participate this 
Convention both for the good bank- 


ing whole and for his own especial 
benefit. 


The city Cleveland which the 
Convention will held the guest 
the bankers that community 
one our finest American cities, out- 
standing its commercial enterprise, 
rich major industries 
minds, famed few cities are for its 
hospitality, and abundantly able 
meet all the manifold requirements 


the American Bankers Association 
Convention. 
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Why Spurn Installment Loans? 


CLYDE HARRIS 


President, First National Bank, Cape Girardeau, Mo. 


Buying and Borrowing the Deferred Payment Plan Seem 
Commercial Banks Called Slow Swinging 


Here Stay. 
into Line. 


that the question invest- 
ing surplus funds upper- 
most, the attention bankers 
may well directed some 

opportunities for loaning money that 
have often been overlooked. 

Until fifteen twenty years ago 
banks outside the larger cities had 
little competition the field loaning 
money. With the exception making 
farm loans there was scarcely any com- 
petition, and this was welcomed. Com- 
mercial credit corporations, automobile 
finance companies, Morris Plan banks 
and Federal and Joint Stock Land banks 
had not got under way. 

Then along came the automobile and 
with the desire almost everyone 
own one. Many were not willing 
wait until they could pay cash for 
automobile and were willing almost 
anything order get one, even 
mortgaging their homes and furniture. 
Generally bankers frowned the idea 
anyone buying car whom they 
thought could not afford it, and especially 
discouraged anyone buying car who 
did not have the ready cash pay for 
Very few bankers would loan the 
money buy car for pleasure. Auto- 
mobile manufacturers, eager increase 
their output and sales, organized their 
own kind bank finance automobile 
purchases, and the automobile finance 
corporation was born. 


Others Followed 


ANUFACTURERS 
ters other lines, order in- 
crease their business, began selling 
the installment plan. great many 
bankers were not convinced either the 
soundness the installment plan mer- 
chandising the desirability the 
paper resulting from installment selling. 
commercial credit corporations were 
formed handle this class business. 
Most banks, and especially the larger 
ones, gave encouragement the small 
borrower who needed assistance for his 
Personal demands. This class loans 
was considered too troublesome for the 
profits received and generally undesir- 
able. The Russel Sage Foundation took 
interest the small loan problem 


Variety Credit Corporations Catering New 


Accommodation Now Strongly Entrenched. 


Fumbled 


banks, 
writes Mr. Harris, 
fumbled excellent oppor- 
tunity for profits when 
they allowed other institu- 
tions skim the cream 
farm loans and take the 
lead financing the distri- 
bution 
Better late than never 
the theme his article 
which urges that the simple 
way meet this consider- 
able and permanent com- 
installment 
ments. Many have done it, 
says, and substantial 
increases revenue have 
the move. 


and was instrumental assisting 
get legislation passed making possible 
the formation loaning companies 
operated profitable basis. Now 
Morris Plan banks and industrial loan 
companies are found almost all 
cities 10,000 and over, and fact 
many towns considerably smaller. 
Moreover, because the bankers con- 
sidered that loans made home owners, 
payable the monthly installment plan 
were too slow for commercial banks, 
mutual loan associations came into ex- 
istence. This plan financing took 
care real need and has proved 
blessing millions home owners. 
sounder form financing has been 
evolved. Banks should have originated 
some plan for meeting this need. Since 
they did not, these mutual building and 
loan associations have become real com- 
petitors banks. They not only make 
loans but issue stock, which amounts 
the same thing practice receiving 
deposits. They are not required carry 


cash reserves pay much taxes, and 
offer the strongest kind competi- 
tion. 

Federal and Joint Stock Land banks 
were organized that the farmer, 
too, might able repay his loan 
installments. These banks, rule, took 
the choice farm loans, the loans which, 
any, the local banks would have been 
interested making. 

With the automobile finance corpora- 
tions financing the automobile business, 
both dealers and purchasers; the Morris 
Plan banks and industrial loan compan- 
ies taking care personal installment 
loans; the building and loan associations 
handling installment loans homes; 
and the land banks handling the choice 
farm loans; the loan field banks has 
been considerably 
Gradually commercial banking 
yielded these specialized forms 
banking. Necessarily, with all this 
invasion the loan field, banks are in- 
vesting more and more their funds 
bonds and outside securities and making 
fewer loans themselves. Many banks 
are finding themselves with less than 
healthy demand for loans. 

Now that the chain store has con- 
siderable extent supplanted the inde- 
pendent merchant, there longer 
the demand from this source for sea- 
sonal credit. The chain store does not 
borrow from the local bank rule. 

good many bankers are waking 
the fact that perhaps they have made 
mistake passing some this 
business. They have observed that all 
these specialized forms banking have 
met with success. Furthermore, most 
the loan business now being handled 
these various installment corpora- 
tions being handled profitable 
basis; that, fact, this new kind 
banking has proved far more profit- 
able, many cases, than straight com- 
mercial banking. 


Out Step 


are further coming realize 
that much this specialized bank- 
ing might just well have been handled 
commercial banks, only commercial 
bankers had recognized changing condi- 
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Can inform 
the dealer 
over the phone 


tions and the demands the times and 
met them. Because commercial banks 
failed meet these timely demands, all 
these other specialized forms banking 
have developed. Many bankers are now 
meeting this competition organizing 
special departments their banks, 
Doubtless many bankers will say right 
off that not one the classes business 
mentioned above suitable desirable 
for commercial bank, and that 
kinds finance organizations have been 
developed. They will point out that 
these loans are not liquid enough for 
commercial bank; that paper handled 
automobile finance companies undesir- 
able; that the small personal loan un- 
profitable and takes time that should 
given larger loans; that loans made 
homes too slow, and the loans made 
the independent merchant are risky. 
this what happens. permit 
these various finance corporations and in- 
dustrial loan companies come into our 
communities and take this business away 
from us, and far furnish 
them the money with. For 
not buy their acceptances, their 
bonds, their debentures and make them 
loans? are paying them make 
loans for and then buy participa- 
tion these loans. are saying, 
effect, that they can make loans much 
better than can that will commis- 


for us. 

further. fur- 

nish 

information 

twenty-five cents 

report. These 

loans are not 

good enough for 

make direct 

—there too 

much risk. And 

yet buy the 

obligations 

(bonds, 

etc.) 

these same 

companies, 

the safety 

which 

bottomed 

soundness the 

loans they make. The 

finance company 

better than its portfolio 
paper. 

Are local bankers not 
better position handle 
this same business safely 
and profitably? know the 
persons with these 
outside bankers are dealing, 

intimately, whereas they are dependent 
credit reports. making automo- 
bile loans, for instance, the local banker 
would depend more upon the charac- 
ter the borrower than upon the 
value the automobile. And though 
the finance company does depend largely 
credit reports, the record loss 
quite small. two the largest com- 
panies handling this type paper, the 
reported loss less than per cent 
the total volume paper handled. Also 
the amount invested repossessed cars 
quite small. 

Banks are overlooking opportunity 
invest their funds profitable rate 
interest when they pass making 
loans automobiles. you doubt this, 
ask your local automobile dealer show 
you the rate book the finance company 
whom sells his paper. Even after 
setting sufficient reserve for losses 
out the discount each loan, the rate 
discount will exceed the average rate 
received commercial banks. More- 
over believe automobile loans are 
more liquid than the average loans 
handled. They are paid off usually 
twelve monthly installments. Not every 
class loans liquidated every twelve 
months. 
and dealers prefer have their paper 
handled the local bank, rather than 
outside finance companies. Loans 
are put through more expeditiously. 
many cases the banker can inform the 


You will find that purchasers- 
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dealer over the phone, right off, whether 
not will handle the paper pros- 
pective purchaser. The purchaser can 
make his payments across the loan win- 
dow the bank and saved the trouble 
making remittances. 


How One Bank Profited 


the most conservative na- 

tional banks our state, located 
city 40,000, has for several years 
been conducting automobile loan de- 
partment successfully and satisfactorily, 
has had much per cent its 
loans and per cent its total re- 
sources automobile paper 
One its vice-presidents charge 
the department. handles only paper 
endorsed the most reliable 


has worked out its own rate schedules 
and contracts with dealers. 

course, space forbids going into the 
details making automobile loans safe- 
ly. obvious, however, that much 
caution necessary working into this 
kind business. our own bank 
started small way and built our 
system gradually, learning experience 
considerable study rates, reserves for 
losses, repossession, with 
dealers, and related matters, and call 
upon one’s attorneys prepare install- 
ment note forms, dealers’ contracts and 
chattel mortgages. Only those banks 
should attempt handle automobile 
paper, believe, that can put charge 
these loans man peculiarly 
petent handle them. Bankers will find 
their local dealers ready assist get- 
ting them started and will find their ex- 
perience valuable. 

Most country banks handle large 
number small personal loans. fact 
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feel sure that often much time 
given over handling. these small loans 
that large losses are permitted occur 
larger and more important loans. 
This particularly true when one man 
charged with handling all the loans 
and many other duties besides. More- 
over these loans are not handled 
profitable basis. small flat charge 
made which not sufficient cover 
the handling charge, say nothing 
about interest. These loans are often 
renewed from time time without re- 
duction. 


Advantage Installments 


OST such loans should con- 

verted into 
tions. The amount collected for discount 
and service charges would then equal 
double the amount collected ordinarily 
loans that are not reduced, but paid 
off one lump sum. For the loan 
paid installments there average 
only half the original amount loaned, 
actually being used the borrower. 
illustrate: borrower loaned $100 
payable twelve monthly installments. 
per cent interest deducted, only 
$92 put out the bank. the be- 
ginning the loan the borrower has $92 
out, but the end the twelve months 
the loan all paid. The average amount, 
then, which the borrower has had the 
use only $46. The bank has col- 
lected for the use average 
$46 the rate increased about 
per cent. 

can readily seen how the install- 
ment plan increases the rate interest. 
Moreover personal loans are made 
the installment plan there will less 
grief. Almost everyone has had the ex- 
perience working off seemingly 
doubtful loan collecting install- 
ments. 


Perhaps there more doubt the 
advisability commercial banks mak- 
ing installment real estate loans than the 
other installment loans already men- 
tioned. But now that national banks, 
and state banks most states, are per- 
mitted make real estate loans with 
maturities for long five years, 
there reason why loans this type 
cannot made the installment plan. 
The loan may drawn that monthly 
installment payments can made, with 
the unpaid balance due the end five 
years. the loan were satisfactorily 
reduced, there would nothing legally 
the way making new loan the 
same party the same property for 
additional five years. Providing all the 
other provisions specified statute gov- 
erning real estate loans are met, 
should think banking departments would 
look with favor loans this type. 
Surely this better loan than one 
made for one two years but renewed 


year after year without any reduction. 
also good deal better than many 
real estate bonds, and for that matter 
many other bonds. 

The volume eligible real estate 
loans is, course, governed statute 
and national banks determined 
the amount time deposits and savings 
accounts. There are plenty banks 
having per cent more their de- 
posits time certificates and savings 
accounts, and whose total deposits 
fluctuates hardly all. For such banks 
would seem safe carry the volume 
real estate loans permitted statute, 
especially they are installment loans. 


Public Prefers Bank Loan 


HIS one way meet the competi- 

tion building and loan associa- 
tions. borrowers know they can bor- 
row from their banks terms ad- 
vantageous from building and loan 
associations believe the majority 
them will prefer borrowing from their 
bank. Banks might well afford make 
the rates interest lower than those 
the building and loan associations. Then 
banks are sure get the more desirable 
loans—those that stay well within per 
cent the valuation. course those 
who wish borrow the whole value 
their property, or, nearly so, will have 


“And take this busi- 
ness away” 


find their accommodation elsewhere 
because banks should not loan more than 
per cent fair valuatioh, they 
would avoid trouble. 

banks handle more the real estate 
loans which would ordinarily build- 
ing and loan associations, the latter 
would necessarily make fewer loans and 
hence have use for less funds. fact 
they would eventually refuse take ad- 
ditional funds (refuse sell more 
stock) and this money would find its 
way either into the savings invest- 
ment departments our banks. 

The large metropolitan banks with 
their various departmental facilities have 
already gone far toward meeting com- 
petition extending credit the in- 
stallment plan. Many the largest 
banks have seen fit add personal loan 
departments. Their real estate loan de- 
partments take care real estate loans 
payable the installment plan. Almost 
any bank the smaller centers, with re- 
sources $1,000,000 over, can ar- 
range handle installment loans. 

The public will welcome this innova- 
tion, and this class business will prove 
profitable properly handled. will 
long way toward solving the ques- 
tion what with surplus funds 
and will raise the average rate inter- 

est received. will bring more 
people into the bank and bring the 
bank closer the community, be- 
cause more nearly meeting 
the demands the community. 
Whether like not, install- 
ment buying here stay, and 
might well make the most 
it. 


Large Scale Wheat Farming 


Kansas 


AICHER 


Supt., Fort Hays Branch, Kansas Agricultural Experiment Station 


Corporations Often Owned City Dwellers, are Breaking 
Last the Virgin Prairie Land Margin Profit Shrinks. 
Success Sought Through Greater Acreage and Reducing 
the Cost Production. Probable Effect Community Life. 


wheat producing area 
Kansas moving westward. The 
last that great expanse 
virgin land roamed the buffalo 
and the Indian and more recently grazed 
the cattle the range cattleman 
now being broken grow wheat. 
Taps are being sounded over this last 
great area virgin soil the sharp 
staccato gas tractor units relentlessly 
turning under sod. 
seems that none this once vast 
virgin prairie 
spared 
posterity. 
people are do- 
ing the same thing 
our western 
Kansas lands that 
our forefathers did 
the virgin tim- 
ber lands farther 
east. The only dif- 
ference now that 
destroy fast- 
trees interfere. 
have not 
learned the lesson 
taught the early 
days over- 
anxious farm 


population. Our 
fathers told the 
disastrous slump 


prices farm commodities due 
overproduction. Three-cent eggs and 
twenty-five cent wheat have become 
part our early history. 

Our new lands are being plowed 
grow more wheat despite the fact that 
already have large world surplus 
this commodity. Competition wheat 
export trade already keen and indica- 
tions point still greater competition 
Russia, Canada and the Argentine get 
into the swing production. the 
wheat growers the United States ex- 
pect stay the wheat export business 
will very necessary for them 
produce wheat low cost. This will 
undoubtedly mean that many the 


wheat growers the older sections and 
the higher priced lands will com- 
pelled divert their activities the 
production other things for they will 
not able compete. Some will 


able consolidate their holdings into 
larger units and with the aid power 
equipment reduce costs 
where they might still meet competition 
prices not get too low. 

The plowing extensive tracts 
this western Kansas prairie land 


Preparing wheat land Western Kansas. One-way plow followed packer 


has already had its effect the price 
land this area. Values have more 
than doubled and land which five years 
ago could have been purchased for $5.00 
per acre now selling for 
from $20.00 $40.00 per acre depending 
upon location and suitability. 


Land Values Increasing 


cost per acre becoming the 
ruling passion the western Kansas 
wheat grower. Cost reduction being 
brought about the handling large 
areas with tractor power and the use 
better methods production. The agri- 
cultural experiment stations these 


wheat-growing sections have been valu- 
able aids supplying reliable infor- 
mation the better methods growing 
the crop. most successful wheat 
growers have demonstrated that time- 
liness soil preparation one the 
greatest essentials the successful pro- 
duction wheat. 

The time prepare wheat land 
Kansas for the next crop immediately 
after harvest. The hot, dry weather 
usually prevailing this time prevents 
animal power from 
working 
where near normal 
efficiency. Then 
too, horses not 
fit into farming 
program where 
feeds are not pro- 
duced. The trac- 
tor permits one 
man farm much 
more acreage than 
formerly farm- 
with horses. 
With power equip- 
ment the operator 
can cover large 
areas quickly and 
effectively the 
time 
work should 
done. Better trans- 
portation facilities 
the form modern trucks lend valu- 
able aid getting work done time. 
The cost getting wheat market 
has been greatly reduced now that trucks 
are available transport the crop long 
distances high speed. The combine 
harvester has greatly reduced the cost 
harvesting. Standing grain now 
put marketable form the twinkling 
eye these efficient machines. 


Equipment and Operators 
More Efficient 


ODERN equipment having 
tremendous influence upon the suc- 
cessful handling the large acreage 


; 
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now producing wheat. Tractors and ma- 
chines various kinds are great deal 
more reliable and much more efficient 
than mechanical farm power has ever 
been. The effectiveness modern equip- 
ment greatly aided the class 
operators now available. The general 
run tractor and combine operators 
are the best they have ever been. One 
the chief reasons for this greater skill 
that the automobile and the tractor 
have given the youngsters the farm 
opportunity work gas engines 
age when the intricacies motor 
operation and behavior are quickly 
grasped. farm boy 
today can drive tractor. Many farm 
youngsters, boys and girls, have just 
finished the harvest season running 
tractors while Dad brother ran the 
combine and the truck. 


Size Wheat Farms Increased 


size wheat farms the older 
sections western Kansas 
the increase. The need for larger 
farm income take care the over- 
head costs high-priced power equip- 
ment being translated into action. 
This movement for enlarged acreage 
per farm unit bound increase with 
low wheat prices. The small wheat 
farmer will find mighty difficult 
compete with the wheat grower operat- 
ing the large mechanically equipped 
farm. Sixty-cent wheat for any length 
time would see the 160-acre wheat 
farmer either enlarging his holdings 
selling out his neighbor, for the poten- 
tial income, even though the crops 
good, not sufficient take care in- 
creased overhead. 

Wheat farms the new areas are in- 
variably larger. Half sections and sec- 
tions [one mile square 640 acres] 
land are common-size holdings. Much 
the new land being farmed under 
company management. not all 


uncommon find large tracts new 
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“Ridgebuster” throwing-in listed ground Western Kansas wheat farm 


land, two three years removed from 
sod, being farmed groups business 
men who live the larger cities 
Kansas. The allurements large prof- 
its had from the increase land 
valuation and the desire risk limited 
amounts funds the possibilities 
producing good crop wheat are chief 
factors the promotion such enter- 
prises. Some express more pic- 
turesque way saying that there 
less chance taking flyer wheat 
production western Kansas than 
the stock market. 

Absentee landlordism has found 
counterpart the new program large- 
scale wheat farming. The large truck 
and tractor have made possible de- 
velop mobile farming units. Homes 
wheels have come into use the wheat 
belt. With his home wheels the op- 
erator moves from one large area 
another the work done com- 
pleted. Combine harvesters and tractors 
are transported from one unit an- 
other means large trucks and 
trailers. When the wheat ground pre- 


Combine harvesting outfit with truck cutting acres per day (Western Kansas) 


pared and planted the operators spend 
their time until harvest either pre- 
paring new land for wheat, working over 
repairing equipment, the cities. 
They not live the farms. 

There another type large scale 
farming being done. This type com- 
prises those individual farmers who 
skillful management, and careful selec- 
tion location have been able in- 
crease holdings until the units being 
farmed reach into the thousands 
acres. These farmers live the origi- 
nal home farms rule and direct op- 
erations from there. They have passed 
through good and bad years, are in- 
variably good farmers and have become 
firmly entrenched. 


Costs Production Decreasing 


OSTS growing wheat vary con- 

siderably with locality and within 

the locality. the days before the com- 

bine came into use Kansas the cost 

producing acre wheat ranged 
(Continued page 147) 
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Navies, Taxes and International 
Peace Insurance 


EVERETT 


Economic Benefits London Naval Conference Treaty Include 
Estimated Saving England, Japan and the United States 


$2,500,000,000. 
Progressively Lower Taxes and Mutual Trust Between Nations. 


battleships and cruisers, six- 
inch guns and eight-inch guns, 
submarines, aircraft, naval 
bases and what not attending the ratifi- 
cation the London conference naval 
treaty comes the question what all 
means dollars and 
cents bankers, 
business men and man 
the street the United 
States. There feel- 
ing among good many 
persons that the benefits 
the London agree- 
ment other 
agreements for the limi- 
tation reduction 
great 
but more less remote. 
however, that the agree- 
ment will im- 
mediate saving na- 
tional 
tures equal something 
like half 
from the customs 
eighth more the 
income tax, the average 
citizen and tax payer likely take 
immediate and intense interest the 
matter. Such, fact, the actual eco- 
nomic result the conference agree- 
ment. difficult evaluate the full 
economic results the treaty for the 
reason that such results lie more 
what might have been than what 
be. Nevertheless the treaty not 
theoretical affair; economic mat- 
ter and its success failure will 
measured economic yardstick. 


Nature Defense 


HERE the one hand the ques- 

tion adequate defense for the na- 
tion—not merely the keeping enemy 
from our shores, protection from inva- 
sion direct aggression, but also pro- 
tection for our commerce both case 
war which the United States itself 


Agreement Said Promise 


other nations which the rights the 
nation neutral are involved and 
which American commerce neutral 
commerce may subject interference 
from belligerents. Business men to- 
day are only too familiar with the viola- 
tion neutral rights which occurred 


during the earlier years the World 
War when the United States was 
The many grave and complicated 
questions arising that conflict, involv- 
ing American commerce and subjecting 
American business men loss, were 
swallowed the merging Ameri- 
can interests with the interests the 
associated powers when the United 
States became belligerent but another 
war may not find the United States 
belligerent and the protection Ameri- 
can commerce from unjust improper 
interference from 
may become burning issue which 
adequate navy necessity. 

Certainly the United States cannot ex- 
pect its commerce free from viola- 
tion nations with their backs the 
wall without the ability the part 
the Federal Government protect it. 
All such considerations may summed 
the one word “insurance.” Insur- 


Dividends 


ance all lines economic interest 
expensive; especially expensive when 
comes cover enormous inter- 
est the foreign trade the United 
States. covers not only our right 
sell other nations case war; 
may also vital insuring the country 
raw materials necessary 
our well being, perhaps 
even our existence. 
necessity for which the 
country must expect 
pay and pay well. 


Smaller Premium 


the other hand, 

insurance can re- 
duced when hazards are 
reduced. The banker 
business man who can re- 
duce his hazards prompt- 
does and turns the 
premium saved into more 
profitable channels. Such 
the object interna- 
tional conferences for 
the limitation and reduc- 
tion armaments, especially naval 
armaments. Adequate protection for 
nation relative matter. de- 
pends upon the relative force—the rel- 
ative hazard—with which has con- 
tend. The navies the world long since 
passed the point where they were neces- 
sary for policing the seas, for protection 
from pirates for landing marines for 
the protection life and property from 
temporary disorder such 
common from time time parts 
Latin America and the Far East. 

They have become competitive; they 
are built and extended for protection 
against each other. The illogic the 
situation evident all; but mutual 
fear aggression, suspicion national 
motives international 
rivalries and traditions war have pre- 
vented logic from controlling national 
policies. The result has been not only 
that nations have spent billions dollars 
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for national insurance unnecessarily but 
that they have been planning, have al- 
most been forced through national inter- 
est plan, spend billions more, all 
unnecessarily. Thus happens that the 
financial and economic results the 
London conference are the prime con- 
sideration evaluating it. Political con- 
siderations are only reflexes economic 
considerations and the politics Wash- 
ington playing about the London con- 
ference treaty are merely the interplay 
forces representing the one hand 
the desire for adequate insurance and 
the other the desire reduce the 
premium much possible and there 
any additional risk the insurer in- 
volved premium reduction the ques- 
tion which 
simply whether not 
the saving worth the 
risk. 


Expensive Cruiser 
Race 


sults the con- 
ference, sentence, 
are simply 
United States and 
other nations have es- 
for the time 
being least, great 
economic disaster. Im- 
mediately after the 
World War practically 
all the great powers 
were engaged add- 
ing their armaments 
terrific rate in- 
crease. The Washing- 
ton disarmament conference resulted 
agreement limit the further con- 
struction battleships, new construc- 
tion limited ten for the United 
States, ten for Great Britain, and six 
for Japan, half these ships built 
before December 31, 1936. There was 
limit, however, the construction 
cruisers, the result being that race 
the construction cruisers commenced. 
1927 conference the United 
States, Great Britain and Japan was held 
Geneva for the purpose establishing 
some limit naval expansion the 
cruiser route. developed 
that conference the best measure 
the success the London conference, 
for was demonstrated that the de- 
mands the British naval authorities 
for the British navy which they consid- 
ered the minimum British defense 
were such that the United States was 
faced with the necessity spending 
from $1,400,000,000 $1,750,000,000 the 
way capital outlay alone for new ships 
drop the weakness and defense- 
lessness perpetually inferior navy 
condition which administration or, 
for that matter, American business 


man could contemplate with equanimity. 
The Geneva conference had result but 
the criminations and recriminations 
British and American naval authorities 
fixing the responsibility for what all 
admitted was impossible situation. 
The London, conference was called after 
exchange views the American 
and British authorities which justified 
them the expectation that after all 
would mitigate the evils the general 
armament situation. 


Net Results London 


NDER the London agreement Great 
Britain, Japan and the United States 
have agreed scrap and not replace 


nine battleships and abandon, least 
until 1936, the seventeen other battle- 
ships provided for the Washington 
agreement. limit has been placed upon 
the construction cruisers. The United 
States has the right construct cruisers 
the same tonnage and the same 
strength those Great Britain 
equal the British program agreed 
upon will cost between $550,000,000 and 
$650,000,000 the course the next six 
years. But construct the vessels called 
for the Navy Department equal the 
fleet Great Britain under the Wash- 
ington agreement would 
$1,170,000,000 while construct vessels 
equal the navy Great Britain under 
the program proposed the latter 
the abortive Geneva conference would 
have cost from $1,400,000,000 $1,750,- 
000,000. 

Since there was limit the increase 
the cruiser tonnage other nations 
the latter undoubtedly would have in- 
creased their construction the Amer- 
ican, British, and Japanese tonnage in- 
creased with the result that the $1,750,- 
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000,000 American program would have 
had increased and indefi- 
nitely. The probable, almost mandatory, 
burden taxation for armaments ahead 
the American people well the 
people other nations has been unbe- 
lievably great. The actual additional 
expenditure forced upon them 
the next six years had not been for the 
London agreement, including capital out- 
lays and additional cost maintenance, 
was least average $300,000,000 
year. There certainly was prospect 
income tax reduction such pro- 
gram. 

The United States already spends more 
money for national than any 
other nation, the appropriations for the 

year 

for the War and Navy 

Departments 

$741,000,000. This 

means indicates that 
the United States 
maintaining the largest 
army and the largest 
navy; simply means 
that with our army and 
navy such they are 
and with the liberal 
pay, 
other given 
them the basis 

American 

cost more. the 

present annual appro- 
priations there added 
something like $300,- 

000,000 year for new 

construction bring 

the American navy 

the standard the 
most powerful other nation under the 
Geneva propositions and this added 
the increase the cost maintaining 
the navy reason the operation and 
the new vessels, the 
American taxpayer can realize what 
naval without 
means him. The prospect 
enough is; without the limitation 
agreed upon would infinitely worse. 


Waste Cuts Buying Power 


United States could bear this in- 

creasing burden more easily than any 
other nation but aside from the appalling 
waste all the burden taxation 
upon other nations has already seriously 
impaired their purchasing power with 
unfavorable results the foreign trade 
the United States. When addition 
the immense capital sums involved 
considered that each addition the 
navy any nation means addition 
the cost maintenance and operation 
these vessels and constant and in- 


lessness perpetually inferior navy 
the 


resources the nature 
(Continued page 142) 


tional 


credit investigation 
community contained lot com- 
mon sense. Lincoln wrote, may 
recalled, that the man under 
investigation had wife and child 
that ought worth $50,- 
000, table and some chairs 
his office “and rat hole 
that ought looked into.” 

Tradition does not relate 
whether not the 
man under inves- 
tigation was 
helped Lin- 
coln’s estimate 
the value the 
wife and child. 
Probably his ap- 
praisal, taken 
rare bit humor, 
received other 
consideration; but 
metropolitan bank 
was once favor- 
ably impressed 
similar statement. 

business man wanted borruw 
$100,000. had conference with 
officers the bank which ap- 
plied, told his plans, how 
would put them through and his 
expected profits. the conclusion 
the conference one the officers 
said: 

“We will see; come Wednes- 
day and bring your collateral with 
you.” 

The applicant had collateral 
but the appointed day ap- 
peared the bank with his three 
small sons, washed 
and made presentable possible. 

“Where’s your 
was asked when the negotiations 
were resumed. 


BRAHAM LINCOLN’S 


What Kind Collateral? 


“There collateral,” said 
with vigor and earnestness, pointing 
his three sons standing row. 
collateral. There are 
three reasons why will make good, 
and meet obligations!” 

received the loan—notwith- 
standing his unusual 
met his obligations they 
came due and today, among 
other things banker him- 
self. 

Like the elder Morgan 
who would loan 
some men mil- 
lion dollars with- 
out security and 
would not loan 
others matter 
how much security 
they had, that bank 
made the loan 
principally 
character. 


LIKE the story 
for its obvious 
deductions: That 
showed the ap- 
kind ingenuity and daring; that 
earnestness this kind would 
good for any business; that the love 
home and family some men 
good security the collateral that 
others may offer. 

Let there lessening the 
precautions banks take insure the 
safety their loans yet should 
not forgotten that— 

Many the world’s best men, 
held technical requirements, often 
would have failed qualify even 
minimum borrowers. 
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Progress the Goal 
Fair Taxation 


THORNTON COOKE 


President, the Columbia National Bank, Kansas City, Mo., and Chairman, Committee 


Taxation, American Bankers Association. 


Federal Safeguards Necessary Because Many Tax Assessors Still 
Under Illusion that Banks are Reservoirs Wealth Which Can 
Tapped Without Injuring Public. Bill Congress Permits 
Taxation National Banks Parity with Other Corporations. 


ANKERS not seek privileged 
position respecting 
There are individual exceptions 
this statement, course, just 

there are every walk life; but 
the members the American Bankers 
Association know, and know well, that 
the problem bank taxation will not 
settled apart from the problem 
taxation whole. 

know, for instance, that the three, 
four five mill taxes some the states 
impose intangible property, order 
bring such property upon the tax 
rolls, are not enough for banks pay. 
Bankers and representatives the As- 
sociation States Bank Taxation 
agreed May bill now pending 
Congress H.R. 12490. This will per- 
mit the taxation national banks 
parity with other corporations, not- 
withstanding rates intangibles are 
lower. 


First Studied Spending 


Tax Committee long ago found 

out that the way study taxation 

was approach from the spending 
side, and concluded that while, many 
jurisdictions, tax money could spent 
more efficiently, the aggregate taxes 
could reduced only temporarily 
all. The tax raising question is, then, the 
question how distribute the burden. 
What part the financial burden 
public administration the states should 
laid upon the banks, and how should 
some one four methods. 
hardly necessary distinguish be- 
tween state and national bank taxation, 
because the latter usually limit the 
former. States may tax the shares, pro- 
vided they not tax them more highly 
than they tax competing moneyed capi- 
tal; states may tax income; states may 
tax dividends may levy excises upon 
the banks according their incomes. 
either the income excise methods 
bank taxation used, not, far 


Still Needed 


question gov- 
ernmental control over 
state taxation national 
banks roots the 
historical 
tween Andrew Jackson and 
the Bank the United 
States. The provisions 
Section 5219 have remained 
practically unchanged since 
1864. Mr. Cooke cites 
number facts prove 
that long the national 
banking system exists, the 
power states tax them 
will hedged about with 
definite limitations. 


the Federal statute section 5219 
concerned, necessary that the same sys- 
tem used for other corporations. 
will sufficient the income excise 
taxes levied upon national banks not 
take greater percentage their net 
income than taken from other cor- 
porations taxes all forms—except, 
course, real estate, which separately 
taxed both cases. Massachusetts has 
for six seven years maintained equiva- 
lency the tax burden between national 
banks and other corporations, although 
the other corporations pay taxes sev- 
eral forms and national banks pay only 
the excise. States may tax both the in- 
comes banks and the dividends re- 
ceived their shareholders, the same 
done other corporations. 

officials have often asked 
why Congress ever felt necessary 


attach conditions the permission 
gave the states tax national banks 
and why continues so. Histori- 
cally, this easily understood. The fa- 
mous controversy between Andrew Jack- 
son and the Bank the United States 
was less than generation old 1864. 
many quarters there was the same 
jealousy the financial power banks, 
and particularly national bank, 
national banks, 1836. There was 
danger, real danger, that permitted 
tax national banks without Federal 
restriction some the states would de- 
stroy the new system within their boun- 
daries; and, therefore, the Act 1864 
contained substantially the same moneyed 
capital comparative that stands Sec- 
tion 5219 today. 


Federal Control Needed 


THER forms taxation are now 
permitted addition the share 
taxation originally provided for. be- 
lieve that still necessary, the 
public interest—for that after all the 
test—for the Federal Government re- 
tain considerable measure control 
over state taxation national banks. 
The latter are still essential agencies 
the Government. true that the na- 
ture their agency has changed. The 
national banking system was organized 
provide reliable currency, but the 
amount still issues relatively small. 
Most our currency consists Federal 
reserve notes; and the currency function 
only one the indispensable means 
which Federal reserve banks facili- 
tate agriculture, industry and commerce. 
How necessary that national 
banks should be, they are, compulsory 
members the system? Would they not 
join anyway? this governmental 
agency anything real? 
Examine the membership the Fed- 
eral reserve banks. January this 
year there were 8522 member banks, 
which were national banks, be- 


ing, course, all the national banks 
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there were. There were only 1119 state 
bank members, although there are about 
17,000 state banks this country. 
the national bank members, 2050 had 
less than $50,000 capital each; but only 
244 state bank members were that 
class. The small state banks will not 
join the system. They stay out because 
they can make more money outside. 
non-members they not have carry 
reserves deposit the Federal banks 
without interest. Through their cor- 
respondents, who are members the 
system, they can get currency and re- 
discount facilities anyway. The small 
national banks would not join either 
they did not have so. The con- 
troversy over the plan organization 
the system will recalled. There 
was strong opinion for four districts in- 
stead twelve, the theory that the 
system should one concentrated 
power. There was expert argument that 
the system would function better 
had members outside our three 
four largest cities. Technically, per- 
haps would have been so. 
cally, the system might have been 
efficient, although most persons not 
think that. 

Practically, membership would have 
been highly concentrated, would have 
consisted only large banks, the na- 
tional banks had not all been required 
in. the small national banks 
were not compulsory members, the Fed- 
eral reserve would different thing 
from what is. think was well that 
membership was made compulsory, and 
that beyond question the national banks 
are, therefore, more useful governmental 
agencies than they ever were. 


Comparative Injustice 


HETHER one agrees the pol- 

icy not, there agreement 
the fact that, long there na- 
tional banking system, Congress will at- 
tach definite conditions the permis- 
sion gives the states tax national 
banks. Other property has usually been 
under-assessed, compared with banks, 
particularly states which tax banks 
general property rates. hesitate 
use the word discrimination. That im- 
plies something consciously wrongful, and 
think there has seldom been that in- 
tent, even the use different stand- 
ards assessment for banks and other 
property has been deliberate. 

hard avoid full value assess- 
ments banks. The book value their 
stocks readily calculated from the re- 
ports banks must publish the news- 
papers several times year. banker 
can hardly tell the assessor that the 
value his bank’s shares anything 
less than the figures given the public 
inducement for deposits, and the 
comptroller the state bank commis- 
sioner evidence the bank’s condition. 


Often, indeed, late years, banks’ 
assessments have been more than 100 per 
cent. There may paper the note 
case which substantial loss pos- 
sible. The banker must either charge 
off—and advertise his next pub- 
lic statement misfortune which may 
perhaps never happen—or else pay taxes 
book value which includes the ques- 
tionable paper. course, the banker 
ought make provision for the loss, but 
many struggling little bank has kept 
paying taxes, effect, bad notes 
rather than show its surplus diminished 
wiped out. 


Lack Proper Yardstick 


ONVERSELY, mercantile and busi- 

ness corporations are under- 
assessed. confess not see how 
this can avoided long the gen- 
eral property tax used. There not, 
anywhere, any yardstick available for 
measuring those assessments. Who 
knows, who can find out, the actual 
manufacturer’s raw materials? One 
day looked the merchandise item 
included the statement one our 
bank’s customers had made use 
basis credit, then sent down the 
city hall see how much the cor- 
poration had taxation. 
was per cent. Later, meeting 
the Clearing House Association, told 
the incident, course, without names. 
colleagues were astonished. Why, 
because the percentage was small? 
No, because per cent was, according 
their observation, large. 

The suggestion sometimes made that 
banks are favored because only their net 
property, represented their shares, 
taxed, instead their gross property, 
bution the discussion. The gross prop- 
erty banks their loans, bonds, cash, 
and tax these, say, per cent, would, 
course, put them out business 
once. hardly argument first 
imagine patently impossible situation 
and then try draw parallels with 
distinctions from it. merely 
logistic theory, without practical pos- 
sibility even illustration. 

Now for proof the under-taxation 
other property compared with banks. 
Addressing the Conference State Gov- 
ernors last year, Governor Byrd observed 
that “real estate 
assessed almost every state the 
union.” Professor Jensen, the Uni- 
versity Kansas, article from 
which Governor Reed quoted the same 
meeting admitted that bankers’ 
grievance real—as far the general 
property tax concerned.” 

the report the Kansas tax code 
commission, submitted Governor 
Reed December 1929, appears, with 
other material corporation taxes, 
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table showing the percentage state taxes 
were the income various Classes 
commission said: “It difficult 
cape the acceptance the contention 
the banks that under the general 
erty tax their shares they are 
taxed, relative the other 
for which data are submitted.” needs 
emphasized over and over again 
that there are statistics the value 
the property the shares other 
corporations comparable the published 
official statements the banks. 

have studied groups the statis. 
tics corporations that reported the 
Federal Government net incomes for 
1926. What there the banking 
business that could make the pub- 
much their earnings from banks 
from finance companies? 
twice much from manufacturers? 
much again from trade 
corporations? Obviously, nothing all, 
not justifiable, and has wrought 
grievous harm the public. 


Taxing Officer’s Psychology 


attitude the taxing authori- 

ties has been wrong. They have, 
way that usual enough, mistaken 
the nature the banking business. They 
see, the papers, statements vast 
wealth the banks, and they believe, 
honestly, think, that they can dip deep- 
without hurting anyone. used 
wonder why secretary state, 
previous Missouri administration, would 
look the eye and say did not 
believe banks were taxed more highly 
than real estate when knew perfectly 
well they were. And why state tax 
commission, when took right out 
their own files the percentages taxes 
paid real estate actual sale prices, 
would still deny Missouri 
equality required our Constitution. 
was not dishonest, they saw it. 
was not meant oppressive, but 
was because they had subconsciously that 
old image banks reservoirs limit- 
less wealth. 

The public could endure excessive tax- 
ation the banks with considerable 
equanimity only the banks were 
but good and ill are not locked away 
from each other, and great interest 
suffers injustice quite itself. 


Taxes Caused Failures 


were 5640 bank suspensions 
the United States from 1921 
1929. Inexperience was trying meet 


the problems deflation without 
cient capital, without enough 
lated surplus for buffer; and un- 
certain but large number these banks 
owed their insufficiency capital and 
surplus excessive taxation. With 
(Continued page 140) 
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Will Oil Exception? 


OLIVER WESSON 


Government’s Conservation Program Looks Beyond Present Era 
Over-Abundant Petroleum Resources Age When Sup- 


plies Will Nearing Exhaustion. 


Restrictive Measures Are 


Having Effect But Skeptics Point Rubber, Sugar and Coffee. 


OOPERATIVE restriction in- 
dustrial output 
preached and practised over ex- 
tensive zones remedy for 
economic ills, spite the dubious 
favor such expedients hold abstract 
economic theory. Unquestionably the best 
conceived and most formidable cur- 


movements seeking fit expand- 


ing commodity supply the demand 
voluntary repression production, 
now being displayed the 
petroleum industry. 

measurable degree 
oil operators have been able 
fend off that world ten- 
dency toward price shrink- 
age which has irresistibly 
driven downward the mar- 
ket values the output 
all less organized business 
during six months. the 
same time much the suc- 
cess the feat attrib- 
utable the thorough-go- 
ing support lent the 
Federal Government the 
oil industry’s program for 
coping with the rising flood 
petroleum. 


Too Much Oil 


ATELY, less fortu- 
placed business 
elements have proved them- 
selves unable resist the 
price decline, there has 
been more and more indication offi- 
cial sensitiveness the recurring crit- 
icism Government policy the mat- 
Some the arguments dealt 
with opening attack and defense are 
worthy the thoughtful attention all 
interested the business situation, espe- 
cially since the record output restric- 
tion programs coffee, rubber, sugar 
and other prime commodities are visible 
contemporary business history. 

Stripped non-essentials, the more 
uncomfortable form the query that 
being put occasionally Washington 
simple: Why should not the country 
have ten cent gasoline? 

Its formulation rests the assertion 
that recent discovery apparently un- 
limited supplies cheaply recoverable 


petroleum dozen areas under the 
American continent with the concomi- 
tant slashing production costs en- 
tirely justifies some such retail figure. 
put forward with the concession 
that any such price level, once effective, 


would entail the abandonment most 
the older and sparse-yielding oil fields 
the world, which unpleasant prospect 
treated the inevitable resultant 
economic trend that has year drasti- 
cally cut the selling prices diverse 
collection commodities essential 
civilization copper, silver, butterfat, 
crude rubber, tin, raw sugar, nitrates 
and coffee. 

Consuming power world obvi- 
ously under stress ours, the argu- 
ment runs, ought favored 


parallel price reduction any industry 


wherever intelligence and natural boun- 
can compass such reduction, regard- 
less what obsolescent cost limits were. 
Finally, the Government, the actual 
landlord dominating utilization some 


the more remarkable oil deposits, 
criticized for withholding its own sup- 
plies from the market and insisting upon 
counted exorbitant, considering the new 
conditions. 


the Other Side 


men are position attain 
comprehensive and comprehending 
view the oil situation 
that held Dr. George 
Otis Smith, director the 
Geological Survey, who has 
represented the Govern- 
complicated negotiations 
through half dozen states 
that have worked out the 
program for shutting the 
oil flood the mid-conti- 
nent and California zones. 
Familiar though with 
the arguments above re- 
cited, and placed though 
official neutral be- 
tween producer and 
sumer, Dr. Smith holds that 
the general welfare justi- 
fies the Government aid- 
ing efforts dam the oil 
flow from the tremendous 
new discoveries. unhes- 
itatingly defends the main- 
tenance petroleum prices 
which are based upon levels 
that will bring about eco- 
nomically the complete utilization 
supplies the older and leaner flows 
before civilization resorts fully the 
less expensive supplies later discov- 
ery. 

Before presenting his view, will 
advisable sketch briefly some the 
remarkable potentialities American oil 
deposits new knowledge them has 
disclosed it. Science, engineering, good 
management and human enterprise have 
never before rapidly revolutionized 
productive possibilities affecting com- 
modity. decade ago, probably the bulk 
American petroleum supply came 
from the eight, ten hundred-barrel-a- 
day producing wells. Much was 
expensively pumped the surface. Prices 
petroleum products, naturally, came 
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bear rough but continuous relationship 
the average cost such production. 


Rich New Fields 


the last five years new explorations 
Texas, Oklahoma, California, and 
New Mexico have tapped dozens areas 
practically limitless subterranean res- 
ervoirs petroleum, with high natural 
gas pressures many places, that would 
—if allowed—run from 10,000 100,000 
barrels day per well. Men the long- 
est experience hesitate hazard definite 
calculations this subject, but 
demonstrable that output from the new 
discoveries can indefinitely and many 
times over supply world demand pres- 
ent proportions, while production cost 
from dozens the 
more fruitful bores 
very low. 

Only the complete 
proof that given 
the protracted 
statistical studies 
Government and in- 
dustry makes cred- 
ible some these 
reported facts. 
the Kettleman Hills 
tract, California, 
which the Govern- 
ment part owner, 
wells once driven 
the oil level can 
never shut off 
completely, great 
are pressures 
encountered. The tentative minimum 
yield the field set 50,000 barrels 
per acre; drilling has been curtailed 
that the limits the area are far from 
known; but placing them—again dealing 
minimums—at 30,000 acres, the po- 
tential final output now forecast 1,- 
500,000 barrels. Consider Texas, where 
state commission pro-rates allowable 
output; suffices mention the official 
record single shallow well field, in- 
cluded the Yates pool, which lim- 
ited run 100,000 barrels day from 
completed wells that have demonstrated 
capacity run excess 2,000,000 
barrels. 


Seminole Area Checked 


KLAHOMA’S Seminole field, yield- 

ing quarter capacity under per- 
sistent restriction, but one several 
areas proved potentiality approach- 
ing these marvellous marks. Flows just 
beginning New Mexico are every 
way comparable. These examples merely 
hint the petroleum output possibilities. 
Everywhere new methods prospecting 
have given greater certainty return 
for exploration expenditure; new meth- 
ods for lifting oil from the buried sands 
with air and gas have increased recov- 
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erable quantities; and the refineries 
chemical research has made economically 
available greater and greater propor- 
tions the crude oil that treated. 
More recently, spreading pipeline con- 
struction has enabled the sale gas 
cut oil costs further. And there are 
signs that the American experience 
inciting similar discovery and similar 
performance around the globe. 


The question 


whether the revolution conditions 
supply and production and the revelation 
underground stocks incapable ex- 
haustion decades, not demand 
sound economics cheapening and exten- 
sion the use 


Cheaper Gasoline 


the first place, there has been 

recognition the situation the 
price gasoline,” says Dr. Smith. “Gas- 
oline has been marketed cheaper 
prices during the early weeks this 
summer, think, than ever has been 
previous years. The wholesale quota- 
tions for United States motor grade, 
general commercial standard, have been 
close seven cents gallon mid-con- 
tinent markets. Off California ports the 
posted price which gasoline has been 
bought fill tankers has been !ow 
six and one-half cents. 

“That rather moderate figure fixes the 
limits within which price lowering can 
possibly operate. Elements distribu- 
tion cost, which are necessarily included 
retail prices, are not susceptible 
much attack. Freight, evaporation, retail 
margins, and the like, are set com- 
petitive conditions. fact that sev- 
eral the states, those which impose 
tax five cents gallon support road 
expenditures, take nearly much toll 
from the gasoline supply the orig- 
inal producers. 


Gal 
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“Now, extensive are the showings 
regarding the more recent American 
oil discoveries, their final output cannot 
safely gauged their first abounding 
flow. All experience indicates that when 
full outputs are undertaken from 
field the recovery rate declines sharply, 
and reaches limit which finally 
tained only the more expensive meth- 
ods extraction. Texas, for instance, 
the pro-rating measurements well ca- 
pacity are made letting given 
well flow for fifteen minutes, and multi- 
plying the time the length the 
can fairly certain that these 
mates potential rates will not remain 
valid long after flow from numbers 
allowed. 


Viewed 
National Asset 


RODUCTION 


costs 
very difficult, fix 
under 


tions, are far from 
being the only fac- 
tor influencing prices 
and should not 
the main factor 
considering public 
interest the situ- 
ation. are deal- 

ing here with 

wasting national as- 
set which must have 
some final limit, however great may 
the supplies sight. Further, 

have demand for that tends 
double every few years. Would price 
level low occasion the abandon- 
ment great and long known stores, 
because their relatively high expense 
extraction, serve public interest? 
think not. The ideal objective the in- 
dustry, the Government, and the public, 
situation which will result the eco- 
nomic extraction and utilization the 
greatest portion the total supply, 
whatever that may be. 

“Further, the running wild present 
potential production would, the nature 
the deposits, lead the loss 
great proportion their total the 
quick release the natural gas pres- 
sures which, maintained under careful 
operation, would eventually capable 
driving greater proportions the 
total. The unconsidered release all 
supplies would lead collapse prices 
—for while—but also upward 
soaring that would mean loss for all.” 

This expression the well-con- 
sidered reasoning behind Government 
policy, which, said, has the support 
the oil industry and has been largely 
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Cost Basis for Trust Fees 


HUTCHINSON 


Trust Officer, Cedar Rapids Savings Bank and Trust Company, Cedar Rapids, Iowa 


Fiduciary Competition Should Exclude Paring Down Charges. 
Three Factors Determine Selling Price Service: The Expenses 
Operation, Value the Accommodation and the Risk. 
Obtaining Business through Cut Rates Injurious Everyone. 


proper schedule fees charge- 
able corporate fiduciaries re- 
quires serious consideration three fac- 
tors: 
The cost operation. 
The value the service offered 
trust companies. 
The hazards involved furnishing 
this service. 


Difficult Task 


accurate determination the 

cost furnishing various trust ser- 
vices most perplexing question 
any time and exceedingly difficult 
trust department where the same trust 
officers and clerical force handle the de- 
tails estates, guardianships, escrows, 
trusteeships, custodian and agency ac- 
counts, holding title real estate and 
the many services performed corpo- 
ration fiduciary. While these services 
are largely routine and comprise uniform 
elements time and skill and because 
this are somewhat susceptive ac- 
curacy, there yet the unspecific human 
factor where conference time inde- 
terminate, the unpredictable number and 
variety operations, making any ac- 
curate measure the cost the entire 
department almost impossible. 

find the total cost the operation. 
allocate that cost each department 
shall have divide our services into two 
parts—corporate trusts personal 
trusts. The allocating the cost 
these two divisions should time 
basis. After finding the approximate 
time involved the furnishing each 
these services the expense can 
apportioned each division 
plying the percentage the time 
each the gross expense for the entire 
department. estimating the cost 
particular transaction the corpora- 
tion division the details that division 
should broken down into the number 
operations which factors are called 
units and then multiply the units the 
number trusts get time units and 
then divide time units into the expense 
allocated the division. 

the personal trust division method 


employ would break down the 
trusts into dollars value, which will 
called units—add the units each trust, 
taking the total dollar units the divi- 
sion and divide into the expense appor- 
tioned it. 

Both these methods would give 
fair opinion cost—but because the 
variable human factors particularly 
the personal division, could only con- 
sidered approaching present costs and 
not afford very reliable standard 
predict future costs. 

estimating the amount compensa- 
tion are inclined minimize the 
value the services. are apt 
think ourselves the terms in- 
dividual trustee. But surely all are 
corporate trustee compared in- 
dividual trusteeship. Permit 
briefly summarize them. 


Corporation Permanent 


nature, bankers are investment 

specialists and such furnish the 
beneficiaries with sound financial advice, 
whereas the individual must proceed 
his own judgment, which may not ex- 
perienced such matters. Individuals 
become ill—they may die—whereas trust 
companies have 
The individual may lack business ability, 
may abuse the confidence reposed 
him—he may busy with his own af- 
fairs and have but little time devote 
estate—corporate fiduciaries have 
business experience. They are organized 
for the particular purpose conserv- 
ing estates and they have financial re- 
sponsibility. The trust company 
specialist every sense the word and 
maintains accurate accounting facilities. 
these days state and Federal taxes 
the trust company can furnish broad 
experience which essential the 
computation taxes and the appraisal 
the taxable property. 

trust company can invaluable 
help the trustor during his lifetime 
and its counsel and advice can assist 
him the proper construction his 
estate that through the agencies 
the living, testamentary and life insur- 
ance trust may conserve the estate 
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has spent his lifetime and energy 
building. 


Remarkably Small Losses 


HERE the individual capable 

offering service property 
owner that any way comparable 
with that offered trust company, 
the man who would object fair com- 
pensation for such service? 

astonishing see the apparent 
freedom from loss, experienced the 
trust companies, the performance 
their duties. are operating busi- 
ness that mass detail. business 
constantly filled with doubt, uncertainty, 
lack judicial construction, complicated 
facts, litigation and controversies. 

are charged with knowing the 
validity our appointment and with the 
powers conveys, with the careful scrut- 
iny investments, the payment funds 
the right amount and the right 
party, the management and insuring 
the property, the payment taxes 
thereon, the selection proper agents 
care for foreign property, the pay- 
ment insurance premiums and the re- 
tention sale inherited securities. 
fact our every effort atmos- 
phere charged with dangerous liability. 
Failure handle properly any these 
items results personal liability the 
trust company. But while our service 


may classed hazardous financial 


occupation, can thorough prepara- 
tion and the employment skilled per- 
sonnel and adequate accounting sys- 
tem reduce the hazards remote pos- 
sibility. 


Chief Problem Costs 


FTER review these three im- 

portant factors our attempt 
arrive proper fee schedule there 
should doubt but that are en- 
titled fair compensation for the ex- 
pert services the public has right 
demand, and which must furnish. 

analysing the present “schedules 
trust fees,” adopted fiduciary associa- 
tions the many sections our country 
appears that the variable factor the 
cost operation. appears therefore 

(Continued page 141) 
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Open Letter 


the history the world easy perceive that 

great causes have been lost because critical 
periods people were without sufficient means for the 
transmission intelligence. the present age the 
means transmitting intelligence are numerous 
and industriously employed that times ap- 
proach babel, which important messages some- 
times fail get sufficient attention. Elsewhere this 
issue the JOURNAL there open letter from 
President John Lonsdale the membership. 

worthy the attention—and the action—of every 
banker! 


Whither 


the unpleasant features the depression 

phase the business cycle the general de- 

cline commodity prices which 

Prices the decline subdue the spirit enterprise. 

one cares make commitments long there 

chance that the price paid today may less 
tomorrow. 

But the interest factual accuracy and reason- 
able balance necessary regard the current 
decline with some perspective. May, 1920, the 
index wholesale prices the Bureau Labor 
Statistics stood 247. During the next twelve 
months this melted 145. This same index—now 
computéd new basis—reached its high point, 98. 
July, 1929. the end June, 1930, rested 
86.8, drop approximately per cent. 

There are extenuating factors this decline. 
many cases prices have been reduced because de- 
clining costs. others the lowered price the 
retributive exaction mistaken efforts support 
particular commodities unwarranted levels. The 
collapse such uneconomic plans coffee valoriza- 
tion, rubber export control, Cuban sugar relief, 
believed playing small part the decline 
prices. the aftermath these experiments com- 
bined with world-wide and simultaneous exuberance 
agricultural production, have large part 
the answer declining prices well guide 
their future course. 

Gradual price changes covering long period need 
not, however, cause for alarm. the long and 
slow decline there ample time for affected parties 
the community make adjustments. The pro- 
ducer does not find his profits always squeezed out 
between high-value inventories and lowered prices. 
The debtor not crushed the swelling burden 
his obligation. Nor the national legislature com- 
pelled consider fantastic schemes price stabili- 
zation. 


Centralization Financial Influence 


the course his address president the 
National Association Bank Supervisors, 
Bristow, chief examiner Virginia, touched upon 


the possibility new centralization financial in- 
fluence such existed prior the formation the 
Federal Reserve System. said: 

“Banking should looked upon whole and 
the question whether you get charter from your 
state capitol Washington should overlooked 
far practicable. Congress should seek get 
many state banks the Federal Reserve System 
possible and cease fret whether they are state 
national banks, membership the system being 
the thing. would urge upon Congress make 
pet the Federal reserve member banks. That sys- 
tem the greatest and most constructive legislation 
its kind ever enacted Congress. Nation-wide 
national branch banking constitutes threat its 
integrity. There are already several banking institu- 
tions which are larger than any the Federal reserve 
banks taken singly and the prospect bank banks 
larger than the whole system will not impossible 
system nation-wide branches permitted. 


-Such creation will again produce the centralization 


financial influence just existed prior 1914 
and undo the idea decentralization which was im- 
plied the erection twelve centers this country. 
Being larger than its reserve connection, will care 
little nothing for its views when contrary its 
own.” 

Which something for serious consideration, this 
possibility condition which might let loose upon 
banking flood criticism not likely merited 
but nevertheless difficult contend with. 


Reduction Wheat Acreage 


ARM succor via Washington has now been 

uneasy operation for more than year. The bins 
are bursting with wheat purchased and held pre- 
vent collapse price. Yet aside from some exhorta- 
tion the part the Farm Board and the Depart- 
ment Agriculture the root farm trouble, over- 
production, has not been touched. 

The wheat produced American farms 1930 
almost exactly the same amount that harvested 
the preceding year, about 800,000,000 bushels. The 
home market consumes three-quarters this. Before 
any price protective measures similar the tariff 
can become effective the output must reduced 
within the limits domestic consumption. Which 
farmers are placed the sacrificial altar 
remedy the distress agriculture? 

Chairman Legge has told the farmers Kansas 
that might their interest curtail wheat 
acreage; whereupon the spokesmen Kansas, whom 
that commonwealth raises the same prolific abun- 
dance wheat, have burst forth like prophets holy 
wrath. unthinkable that Kansas should restrict 
wheat production. Rather should the Government 
employ the millions the industrial East pur- 
chase another hundred million bushels wheat, and 
relieve the current phase perennial emergency. 
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Nor the plea the Kansas farmer, far 
relates reluctance reduce acreage, without 
economic merit. The state contains some the best 
wheat land the country and poor business 
well dubious economics expect the ablest produc- 
ers curtail production. There are hosts inferior 
wheat raisers throughout the country, who have 
alternatives which the farmers Kansas not 
possess. 

The attempt dictate the wheat farmers the 
land the precise extent and incidence acreage re- 
striction gigantic task. Short absolute dic- 
tatorship such direction the economic machine has 
never been effectively achieved. The attempts 
substitute political judgment for the automatic 
processes price economics has invariably brought 
greater evils than those which called for intercession. 

The copper industry provides refreshing contrast. 
Eighteen cents pound for copper world where 
the highest cost producer paid only fifteen cents 
place the market was more than the industry 
could stand. The inevitable collapse has occurred. 
Two American producers have already shut their 
mines and smelters, impelled other force than 
that price. Copper prices, copper supplies, and 
copper producers are now being readjusted—without 
Government aid. That one advantage inadequate 
political voltage. 


Business Failures and the Banker 


the second quarter 1930 Dun Co. 

reported 6,403 failures involving liabilities 
aggregates which establish records 
both scores. 

the demise once-promising enterprises the 
banker necessarily joins the grief. the silent 
partner American business and the vital support 
gives not always possible for him obtain 
adequate security. When his client gives the 
ghost the banker usually compelled contribute 
the funeral expenses. 

Over period years, 1918-1929, the national 
banks this country devoted approximately 12% 


per cent their expenses coverage for losses. This 


about per cent more than they paid out for 
taxes and more than half the amount paid for salaries 
and wages. Throughout the country the welfare 
our banks bound inextricably with that the 
community. Good management ean mitigate the con- 
sequences regional occupational distress but 
cannot eliminate them entirely. 

The extraordinary rise failures noted above 
general, every one the eight reporting divisions 
showing increase. The banker knows that they 
will put dent his profits and the knowledge makes 
his position very difficult. time when ample 
funds, low rates and the general desire stimulate 
business make him favorably disposed toward appli- 
cants his constructive ardor cooled the chill and 
iterative verdicts the coroner. Past errors judg- 
ment crowd upon his vision like vicious sprites and 
finds himself battling exfra urge additional 
caution. 


Russian Lumber and Domestic Substitutes 


URING the annual meeting the State Bankers 
Association Washington there was presented 
report forestry committee which touches upon 
the effects the lumber industry over production 
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and substitutes. Even districts which may 
removed from the lumbering industry its economic 
significance important. 

the opinion the committee too much lumber 
being produced. 


“As result the tax burden resting the private 
owner timber,” says Tucker, cashier the 
Grays Harbor National Bank, Aberdeen, “extraordinary 
efforts have been made liquidate his stumpage the 
one hand, and the other hand, estimated that lum- 
ber substitutes have been introduced point where 
there has been actual annual decrease consumption 
lumber amounting 8,600,000,000 feet since 1909 and 
this the face increased population and construc- 
tion. 

“As consequence this over-production the past 


few years, the only benefit resulting our state from the 


operation its principal industry, that has fur- 
nished more less precarious employment group 
workmen who constitute per cent the total 
those who are employed for gain the entire state. 
Grays Harbor County, this figure per cent. The 
stumpage owner has not received fair price for the log, 
having mind the years accumulated taxes and in- 
terest, and there are but few instances where the mills 
engaged the manufacture lumber have been able 
operate profit. For some time has been decidedly 
buyers’ market, and there nothing indicate that 
there will any change the situation long pres- 
ent methods are followed. fact, there every indica- 
tion that the situation must rapidly become worse 
result the importation into this country Russian 
lumber. One eastern yard alone, which has for some 
years been coming Puget Sound and Grays Harbor for 
from 50,000,000 100,000,000 feet lumber per annum, 
this year satisfying its entire requirements for this 
class lumber from Russia. 

“There another phase this question. the liquida- 
tion program has been carried on, lands are being 
deforested without thought reforestation and rate 
speed much greater than reforestation could possibly 
proceed even under the most favorable conditions. An- 
other twenty years the present program and the lum- 
ber industry this state now know will have 
ceased exist. What then the workmen employed 
it? What then the cities and towns which have been 
built, dependent upon it?” 


the opinion the bankers’ committee the solu- 
tion the problem inseparably tied with the 
utilization cut-over lands and points bill 
relief drafted the Washington state conference 
which includes the following provisions: 

Classification reforestation lands, all lands 
whether unforested which immature timber may 
growing, where such lands, reason location, 
topography and geological formation, are chiefly valu- 
able for the purpose growing forests. 

Placing value for tax purposes per acre 
classified lands. 

Providing for yield tax per cent the 
value such forest products may removed. 

Requiring the reforesting such lands following 
the removal any forest product. 

Providing the condition under which the owner 
classified lands may contract with the state for re- 
forestation his lands under agreed tax. 

“This,” says the committee “is recognition the 
fact that the tree agricultural crop, having only 
the unusual characteristic that the crop requires from 
100 years mature; line with the char- 
acter legislation now adopted states all based 
the fact that where crop long reaching 
maturity, some special form taxation necessary 
the owner induced raise it.” 
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Budget System Powerful 
Stabilizing 


WILLIAM PICKETT HELM 


Accurate Periodical Forecasts Expenditures, Revenue and 
Business Trends Gives Industry Opportunity Brace Itself 


Against Adverse Swings. 


Even Largest Corporations Are En- 


abled Keep Almost Day-to-Day Check Income and Outgo. 


FEW weeks ago sat the office 
high official one our 
greatest railroad systems and 
heard 

tically the newest stabilizing force that 
has entered the realm American busi- 
ness. 

“The budget,” said. industrial 
today? less than ten years old 
this road, yet today, this period 
business readjustment, the greatest 
single force looking the continuation 
our prosperity. 

“It means the difference between profit 
and loss. means that shall wind 
1930 with comfortable surplus in- 
stead going the red.” 

took from drawer sheaf pa- 
pers and placed them before him. Less 
than week old, the items showed de- 
tail that would delight accountant, 
receipts, expenditures, outlays and profits 
for single day the road’s operation. 


Each Item Separate 


the big sheets which 

spread out his desk was cap- 
tioned “Proposed Expenditures for May, 
1930.” Under the heading were grouped 
about fifty general items. much for 
maintenance way, much for mainte- 
nance equipment, much for opera- 
ting costs, taxes, improvements, interest, 
and on, down the list. 

Another sheet was labeled, “Antici- 
pated Revenues, May, 1930.” Under that 
heading were detailed the various items 
hoped-for receipts. much for haul- 
ing freight (broken down into general 
districts covered the road), much 
for passenger fares, much from bus 
transportation, much from rentals, 
and on. 

“Now look,” said, after had 
studied these sheets few minutes. 
placed before third sheet headed, 
recall it, “Receipts and Expendi- 
tures, May 1-7, inclusive—Actual.” 

“This our check the other two 
sheets,” explained. “From what 
have actually taken and spent during 
the first week the month can ob- 
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Seeing Ahead 


UDGETS and the re- 

search they require pro- 
vide business with kind 
economic telescope which 
penetrates with consider- 
able accuracy months, 
years, even decade the 
future. Mr. Helm’s article 
relates specific instances 
where intelligent use the 
budget has meant the dif- 
ference between profit and 
loss. says that all signs 
point gradual exten- 
sion the system in- 
clude small businesses 
well great corporations. 


>> 


tain almost exact forecast what the 
month will produce the way busi- 
ness. can tell with startling accu- 
racy how closely the figures will coincide 
with those projected several months 
ago the other two sheets. 


Perfect Balance 


need keep even keel. 

find that receipts are lagging, 
know will not have much money 
spend during May anticipated. 
And curtail our expenditures accord- 
ingly. find that our projected fig- 
ures are holding well, ahead 
with our expenditures contemplated.” 
Figures for May were holding up. 

result this railroad was going ahead 
with its planned improvements and ex- 
tensions service. During February, 
however, there had been decided falling 
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off revenues. They had dropped sey- 
eral million dollars below the sum an- 
ticipated. 

“On the fourth day February,” this 
official explained, soon had re- 
ceived the first day’s figures, knew 
would fall behind our anticipated 
revenues. had not been 
our possession twenty-four hours be- 
fore had broadcast the system with 
orders trim sail. 

had planned spend nearly half 
million dollars certain improve- 
ment. was pushed over March. 
another district had made plans 
level the entire roadbed spirit-level 
accuracy. had wait. certain 
shop had expected rebuild cer- 
tain number aging box-cars. cut 
the number two. And elsewhere minor 
items were toned down. 


Maintained Profit 


result was that ended Feb- 
ruary with profit instead 
deficit, would have ended had 
gone ahead with our original plans.” 
then turned the sheet for April. 
“In April,” continued, “there was 
gratifying pick-up business. Our re- 
ceipts passed the estimate. soon 
became apparent that they would 
so, went ahead with the improvements 
had called off curtailed. en- 
tered May with the slate clean—we had 
time and our books showed profit for 
every month’s operation.” 

Inquiry among other large transporta- 
tion companies developed the fact that 
most them have adopted the budget 
system, more less similar that out- 
lined above, within the past five seven 
years. The Pennsylvania Railroad, for 
instance, adopted 1923. receives 
returns wire every day from every 
section its far-flung system showing 
actual business done, income and outgo, 
and the figures seldom are more than 
three four days old. 

the beginning the year, the 
Pennsylvania budget officers place before 

(Continued page 148) 
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STRUCTURAL 
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THE 


STEEL REACHES INTO THE FUTURE 


MULTI-MOTORED metal plane sweeps 
metal spire swiftly thrust record 
sure, the mighty frame structural steel 
firmly rooted solid yet, 
because they are extending man’s hori- 
zons, both plane and skyscraper are kin. 

Steel reaches into the future other 
fire-resistive material does 
ready with its full strength and 
bility, its great security and economy, 
for all tomorrow’s wants. Meanwhile there 
pressing need for steel construction 
smaller buildings—in homes, apartment 


and mercantile houses, schools, 


trial plants and small bridges. 


Here, also, steel saves building time 
and material—provides more floor space 
with less weight, less bulk—secures 
quicker returns investments and longer 
usefulness. 

Before building anything find out what 
steel can for you. The Institute serves 
clearing house for technical and eco- 
nomic information structural steel, and 
offers full and free co-operation the use 
such data architects, engineers and 
all others interested. 


The co-operative non-profit service organization the 
structural steel industry North America. Through its 
extensive test and research program, the Institute aims 
establish the full facts regarding steel relation 
every type construction. The Institute’s many publi- 
cations, covering every phase steel construction, are 
available request. Please address all inquiries 200 
Madison Avenue, New York City. District offices New 
York, Worcester, Philadelphia, Birmingham, Cleveland, 
Chicago, Milwaukee, St. Louis, Topeka, Dallas and 
San 
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AMERICAN INSTITUTE STEEL CONSTRUCTION 
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the districts indicated the map the 
“Magic Carpet” live the families who are 


prominent social, commercial and civic life 


Washington. Here live the people who 


enjoy the best that life affords. They travel extensively, for they have the means, 

the leisure and the inclination. There better time call bank services 

their attention than when they are about travel. Their affairs must managed 

for them—they are prospects for securities management, safe deposit, silver storage 
and trust services. There better method approach these prospects than 
developing Cheque sales, for they must come the bank buy their 
cheques. You reach them the right time and your own office. And while 

your customers are away your contact with them maintained, for they are re- 


minded your bank every time they see its name their Cheques. 


CHEQUES 


OFFICIAL TRAVEL CHEQUE AMERICAN BANKERS ASSOCIATION 
When writing advertisers please mention the American Bankers Association Journal 
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28,300 New Accounts 
Cents Each 


KRAUS 


Vice-Chairman the Board, Union Trust Company, Cleveland 


Employees Can Taught Sell the Bank the Public but They 
Must Sell Themselves First. Problem Essentially One Person- 


nel. 


Workers Must Convinced They Are Receiving Fair 


Treatment. Unusual Results Tapping Staff’s Latent Abilities. 


URING several years 

Getters plan has netted the 

each year about 6,500 accounts 

with average initial deposits 
over $2,000,000. analysis over five- 
year period shows that the Go-Getters 
obtained during that time 28,300 bona 
fide new accounts, all which were still 
active ninety days after opening with 
average balance $332.91. most 
significant feature this analysis was 
the fact that the actual cost the bank 
averaged only seventy-nine cents per ac- 
count. 

adopted this plan after experi- 
menting with bonuses and other devices 
for building employee good will and sell- 
ing the bank the public employee 
cooperation. continuous all-the- 
year round sales contest, open all em- 
ployees, but does not include any offi- 
cers department heads. Although cash 
rewards are given employees obtaining 
new business under this plan, the prin- 
cipal feature that gives official recog- 
nition employees who are sales-minded, 
and holds them the attention 
other employees and the attention 
officers the bank, examples per- 
sons who are doing more for the institu- 
tion than merely holding down their jobs. 


Based Fair Treatment 


success any effort build 

good will organization, must 
part only the operation smooth- 
functioning personnel system that 
all employees will feel that they are being 
properly and fairly treated, and that 
they will feel natural loyalty the in- 
stitution. The personnel and employment 
problems our bank are handled the 
personnel and operating committee, which 
composed the officers the major 
operating departments and officer 
charge branches, with executive 
vice-president chairman. 

All matters which have with op- 
erating and mechanical problems and 
systems, and all questions that have 
with personnel, such health, wel- 
fare, adjustment salaries, transfers 


ONOR and rewards 

where they are due 
the first rule for building 
loyalty staff and with- 
out loyalty the men and 
women who work for 
bank, will not sell their 
institution the public. 
plan which inspired the 
janitor the building 
bring ‘more than 1000 
new accounts must contain 
some powerful ingredients. 
Cash rewards are only 
minor part this large- 
scale adventure team- 
work. 
feel they are working for 
“the best bank town.” 


and pensions, come before this committee. 
Any employee department head, any 
junior officer, who has suggestion 
make regarding bank operation, who 
feels that has any grievance, with re- 
gard the way which being 
treated the bank, encouraged take 
the matter with member this com- 
mittee; the member then, considers 
the attention the entire committee, or, 
some cases, the employee comes before 
the committee. The committee meets 
every Monday 9.45 

Before bank can expect employee 
out and sell the institution, must 
sure that feels getting square 
deal the bank. The promotion policy 
our organization is, perhaps, the 
strongest single influence toward building 
loyalty employees. When there 
position vacant, filled from the bank 
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personnel possible so, after 
very careful consideration all available 
material. the very limit or- 
der carry out that idea, even re- 
quires considerable intensive training for 
the one promoted. 


Merit Rewarded 


present bank officers bear wit- 

ness the results this policy; 
they have earned their promotions 
result meritorious service performed 
years past. The histories their busi- 
ness experiences almost invariably begin 
with the words, “started messenger,” 
“started bookkeeper,” “started tell- 
er,” and “worked without pay first.” One 
our best branch managers started 
messenger boy. His promotions ran 
from messenger clearance, then 
proof teller, savings bookkeeper, 
commercial bookkeeper, relief teller, 
business extension department, where 
led the department for five years 
amount business secured. had 
proved, therefore, both his reliability 
bank operating work and his sales ability 
securing new business—and became, 
naturally, logical candidate for the po-. 
sition manager branch office. 

The employees, whole, are keenly 
aware this policy. makes them feel 
that they have every assurance getting 
square deal from the institution, and 
that they will given chance the 
job ahead when the opportunity arises. 
Another important practice which con- 
ducive good results that give full 
credit any employee junior officer 
who initiates business, and while our 
senior officers are willing help him 
secure it, the originator himself gets the 
credit and the officers not try run 
away with prospect claim the credit. 
believe this condition must obtain 
one hopes develop the employee the 
full extent his possibilities. 


All Have Common Goal 


try have several officers work 
together upon one prospect cus- 


tomer, and treat the matter for the 
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credit all instead building any 
individual’s clientele. fact, more 
than merely try give our employees 
square deal. try treat each one 
basis, that the relationship between 
them and the bank closer than merely 
the relationship between employees and 
employer. 

maintain modest medical depart- 
ment, with two nurses constantly at- 
tendance, and with visiting physician 
available for hour every day. All 
employees are urged make use this 
department. Every prospective employee 
must first pass physical examination 
before entering the bank’s service. ad- 
dition caring for hundreds various 
minor ailments, the department examines 
eyes and teeth employees and 
employee requires further attention 
she advised consult the family phy- 
sician, see good optometrist 
dentist. 


Daily Health Census 


HIS department treats average 

seventy-five persons daily, and dur- 
ing the winter months, when colds and 
sore throats are more prevalent, aver- 
age 150 persons are treated every day. 
Every morning the medical department 
telephones every other department the 
bank and checks see which em- 
ployees are absent because illness. 
home, one our nurses calls and gives 
such aid her command. the 
purpose this department keep every 
employee the bank the best possible 
physical condition. 

Another illustration the way our 
employees are considered upon inti- 
mate personal basis the group insur- 
ance plan. Under this plan all employees 
are insured for the amount one year’s 
salary. This plan has now been opera- 
tion for ten years, and during that time 
death benefits almost $250,000 have 
been paid relatives sixty-five em- 
ployees who have died while the employ 
bank. 

not maintain personal loan 
fund, but where illness some real stress 
encountered the employee discusses the 
situation with member the personnel 
and operating committee, and war- 
ranted, personal loan made care 
for the emergency, which repaid 
regular deductions each payday from the 
employee’s salary. 


Considering Pensions 


executive committee has given 

much consideration the matter 
installation pension plan, but al- 
though much valuable data has been gath- 
ered the subject, decision has yet 
been arrived at. The result are 
carrying pension basis about fifteen 
employees who have arrived very 


mature age and who cannot render fur- 
ther valuable service the bank. 
are carrying them special payroll 
various annual amounts, considerably 
less than their annual salaries, depending 
upon their previous period service and 
other circumstances connection with 
their retirement. feel confident, how- 
ever, that pension plan sound and 
that line with the economic devel- 
opment the relationship between em- 
ployee and employer, and something 
that all banks should have. 

Developing and instructing new junior 
officers problem all have, well 
that easing off the duties some 
who near the retiring age. Fortunate, 
indeed, the bank where the senior offi- 
cers will take the time and effort coach 
junior, now and then, their daily 
business relations. are all rushed 
that frequently neglect that consider- 
ation, and yet means much the 
junior and its indirect result creating 
good will very great. 


Encourage 


OWEVER, everything that 

can give our employees 
opportunity increase their knowledge 
banking, that they will not only 
feel competent handle their present 
jobs, but will better equipped 
handle the job ahead when the oppor- 
tunity for promotion comes. this con- 
nection, encourage especially the par- 
ticipation employees A.I.B. activi- 
ties and give full recognition A.I.B. 
scholarship records. have also in- 
augurated within the bank instruction 
classes credits and mortgage loans. 
The officers charge these depart- 
ments conduct the classes. The interest 
which employees take this sort 
activity, and the extent which they 
appreciate opportunities given them 
learn more about banking than they could 
their own jobs alone, illustrated 
the fact that the average attendance 
the credit classes this last winter was 
over 100, and the mortgage loan 
classes over 150. 

Monthly meetings the department 
heads and officers are held, under the 
direction this committee, for the pur- 
pose open discussion any and all 
problems bank operation. those 
meetings various department heads ex- 
plain the operation their respective 
departments, and officers from the other 
departments the bank ask questions 
concerning any points which are not quite 
clear them. Also each month, meet- 
ing all branch managers held, 
which experiences with respect various 
operating problems are compared and 
standard practices agreed upon, and the 
general condition business discussed. 

are conservative the matter 
welfare and recreation, but foster 
few forms employee activity outside 


the strictly banking field. have 
basketball team which competes with 
other basketball teams the city, 
baseball team and tennis 
bowling tournament and bridge 
ment. Once year, big annual 
takes place for all employees and 


Instills Family Spirit 


these activities help pro- 

mote what, for lack 
term, might call the “family spirit” 
the bank. They help maintain 
interest and contact among the employees 
themselves, between employees and de- 
partment heads, among the department 
heads, and between 
and executive officers. the whole per- 
sonnel becomes better acquainted, there 
arises, naturally, stronger sense 
personal loyalty toward the institution 
and toward the men who make 
that institution, and this loyalty abso- 
lutely necessary employees are going 
sell the bank the public. 

The question proper service cus- 
tomers also enters into the picture. The 
bank must give accurate service; must 
give courteous attention customers, 
and must correct its operating de- 
tails. try impress upon each em- 
ployee the fact that doing his particular 
job well not merely question satis- 
fying his department head—it also 
question satisfying the bank’s cus- 
tomers. our aim have everybody 
who works the bank, whether 
punching adding machine, running 
errands occupying teller’s cage, feel 
that doing his own job well creating 
good will for the bank, and reflected 
loyalty the bank’s customers. 

Furthermore, operating efficiency 
not merely phrase the bank. 
have yardstick for operating efficiency 
the form budgetary control. the 
beginning each year the head each 
department called before the personnel 
and operating committee, and there 
budget for his department for the follow- 
ing year agreed upon. then 
him run his department within the 
limits that budget. Each month our 
general accounting department sends him 
record his expenditures, showing 
whether running above below the 
average monthly expenditure allowed 
him. Naturally does his utmost 
keep within his budget, and, possible, 
stay below it. This plan gives him tan- 
gible goal toward which can work, and 
stimulates far more effort toward oper- 
ating efficiency than would the case 
this system were not force. Also, this 
budget consideration and regular check 
confirms department head’s faith his 
bank smooth-working, well-managed 
institution which can proud of, and 
which can sell his friends and 
acquaintances without reservations. 

(Continued page 146) 
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Resourcefulness 


Resourcefulness builds cities, 


builds businesses, builds banks. 


Resourcefulness, applied directly 
the needs correspondents, 
typifies Central Trust Company 
Illinois, the Chicago office 
for your bank. 


CENTRAL 
COMPANY ILLINOIS 
208 South Salle Street 


CHICAGO 
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igure Work 
Cage 
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—demands proved answers—speedily arrived at—be compli- 
calculation interest—partial payment 
accounts—foreign exchange—or the simple work addition 
and subtraction. 

The Small Monroe—weight pounds—enclosed 
universal motor—and quiet does not disturb your neigh- 
bor—performs ideal service the Teller’s Cage. 

Our local sales office will gladly show you this model, 
you may write direct. 


MONROE CALCULATING MACHINE COMPANY NEWJERSEY 
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Common Sense Approach 
Insurance Trusts 


ROBERT BLOCK 


American Trust Company, Davenport, Iowa 


First Sell the Underwriter the Value Fiduciary Service 
New Selling Argument Whereby Can Stimulate His Own 
Business. Problems Relations with Local Agents Present 
Difficulties Examined Spirit Friendly Cooperation. 


success any sales effort 

per cent dependent upon the 

quality the article the 

service sold. This applies 
insurance trust service. the ser- 
vice offer the handling and ad- 
ministration life insurance trusts 
inferior, the best sales organization 
the world cannot continue produce 
consistently large volume new busi- 
ness year after year. the other hand 
give our clients what they want 
and little more than they expect, our 
trust business may increase even though 
our sales efforts more harm than 
good. 

Many articles the subject new 
trust business which read the 
banking journals are written trust 
solicitors and new trust business man- 
agers the great financial institutions 
our large cities. They deal with 
technical sales methods, the approach, 
the close, and on. But any one 
them will admit that even those great 
cities, where business done much more 
formally than other sections, the repu- 
tation the institutions they represent 
are large factors obtaining new busi- 
ness. So, the first thing that must 
look our efforts obtain new busi- 
ness the careful handling the busi- 
ness already have and the vigilant 
preservation our good reputations. 


Source Trust Business 


next important thing have 

mind our new business efforts 
the fact that almost all our trust 
business will come from our banking 
customers. The most sought for thing 
the minds any one creating trust 
some one whom repose confi- 
dence. perfectly logical then that 
those who have confidence bank will 
haye confidence the trust department 
affiliated trust company the same 
bank. The importance this fact 
simply the accurate direction our new 
business efforts. cuts down the value 
newspaper advertising any 
broadcast solicitation for trust business. 


Good Produc 

RUST officers seek- 

ing new business, says 
the writer this article, 
need some the spirit 
which inspired the enthusi- 
astic soap salesman eat 
cake his wares order 
demonstrate purity. New 
insurance trusts can ob- 
tained, believes, two 
persons thoroughly 
sold the merits such 
agreements: these persons 
are the trust officer and the 
life underwriter. There 
answer here the ques- 
tion: How can insurance 
agents persuaded that 
their interest lies selling 
trusts 


The best list prospects for any trust 
department its own banking customers. 

Now, come specifically new in- 
surance trust business, the great ma- 
jority new insurance trusts should 
come through life underwriters. more 
than per cent our new life insurance 
business coming without the help 
agency underwriter, are not 
doing what should stimulate that 
source. 


Underwriters’ Objections 


can best develop the life 

insurance trust through the aid 
life insurance agents? The life under- 
writer has two objections the insur- 
ance trust. First, feels that his com- 
pany would rather have the proceeds 
the insurance left with installment 
settlements than have those proceeds 
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turned over trust company under 
trust. This denied the officials 
some life insurance companies, and 
not know what the majority opinion 
among the insurance companies to-day. 

The second objection that in- 
surance case written life insurance 
trust takes considerable amount the 
underwriter’s time follows the trust 
until finally drawn and signed and 
completed. But life underwriters will 
waive both these objections the in- 
surance trust will enable them write 
life insurance which they could not 
write any other way. the question 
becomes whether not there anything 
can help life underwriters 
write more insurance. nothing 
except thank them for the trusts, our 
relations with them are very much one- 
sided, and may expect the number 
clients which they bring fall 
off sooner later. cannot recom- 
mend our clients that they buy more 
life insurance from this that par- 
ticular insurance company, because 
doing may make one friend and 
many enemies. 


Practical Solution 


can recommend, those cases 

where sincerely believe wise, 
that client buy more life insurance 
from whomever thinks best. But 
all know how such recommendations dis- 
appear into the thin air and how few 
them produce tangible results. What 
then can fairly real help 
life underwriter? The answer lies 
this: 

Let put ourselves the life under- 
writer’s place and from his viewpoint 
look the life insurance trust. The 
life underwriter lives world 
“prospects” and “approaches” such as, 
“John Smith, sell him income wife; 
John Jones, sell him education for child; 
Henry Green, sell him disability income; 
Ralph Brown, sell him retirement in- 
come.” cannot wisely add his 
list prospects, but can add his 

(Continued page 144) 
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The Other Side the Same Picture 


Here’s what happened national bank Indiana just few weeks ago. 


Nine m., thought fire. Ten m., raging inferno. Three m., twisted mass brick and steel. 


bank’s records were safeguarded Remington Rand Safe-Ledger Trays. When the smoke cleared away one 
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had ask, $8,000,000 The records were intact, unharmed. The building was ruined the bank was saved. 
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LHIS 


Owners Please 


AMERICAN 


winter L913, when fire destroyed 
the offices the leading savings bank Massachusetts town, every depositor’s 
record was Eight million dollars currency and securities were sal- 
next morning when the vault was opened. But not soul the bank 
knew whom belonged. Rumor the bank’s predicament quickly spread 
the industrial quarter. noon threatening mob had formed. The bank’s 
president, surrounded cordon police, addressed customers reassur- 
ing tones. temporary office was being opened. depositors would bring 
their pass books they would accepted sufficient proof the bank’s indebt- 
depositor was guaranteed his money. But the afternoon papers 
the headline, withdrawn run burned 


truly Modern Bank de- 
pends the safe vault, which 
best can house only few mov- 
able records. Now records every 
description are fire-protected where 
they are made and used. longer 
must they carried fire protec- 
tion. Fire protection has been car- 
ried 

Today file cabinets are safes. Vis- 
ible record cabinets are safes. Ledg- 
trays and desks, housing mod- 
ern records account, are fire- 
resisting units themselves. 
the papers your desk are safe-pro- 
tected from fire’s searching fingers. 
the Modern Bank closing 
time the sound the fire gong, 
your clerks merely replace the in- 
dividual which they were 
working, click automatic-lock- 
ing steel file drawer cabinet door 
and every book, card paper 
sealed behind fire-insulated walls. 


has brought about this long- 
awaited protection a// your rec- 
ords? The formation Reming- 
ton Rand. For Remington Rand, 
consolidating the leading mak- 
ers all branches office equip- 
ment, pooled also their knowledge 
and experience. Made possible 
experts 
with 


systems specialists, record experts, 
and the leading minds machine 
accounting systems. Working ‘‘one 
forall, and all they applied 
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every major record system the 
secret fire-protection. 


Thus Remington Rand not only 
providing banks head- 
quarters for the best machinery and 
systems, but adding the refine- 
ments well. The application 
fire-protection a// banking rec- 
ords only one many miracles 
that are constantly emerging from 
Remington Rand laboratories. 
matter what record-making rec- 
ord-housing problem you may 
confronted with, the Remington 
Rand man can show you better 
business ways. 


Having his command the whole 
Remington Rand products, 
not forced advocate any 
particular device method. His 
counsel unprejudiced and un- 
biased. Call him any Remington 
Rand office. Use him though 


were member your own staff. 


Bank Department 


Remington Rand 


BUSINESS 


Executive offices, Buffalo, 


LIBRARY BUREAU Filing Systems and Indexing 


Service... SAFE-CABINET Record Protection Devices 


POWERS Accounting Machines. . INDEX VISIBLE 
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SERVICE 


Sales offices all leading cities 


RAND KARDEX Visible Records . . . DALTON 
Adding and Bookkeeping Machines... KALAMAZOO 


AND BAKER-VAWTER Loose Leaf Equipment 
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REMINGTON Typewriters and Accounting Machines 
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“Remember the Alamo” 


Davy Crockett and his band intrepid followers won 
undying name, the eventful flow commerce, industry, finance, 
and successful business pursues its course. 


THE ALAMO NATIONAL BANK SAN ANTONIO 
Prominent among the financial institutions the state, 
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has marked another step its progress the erection new build- 
ing. Like the majority banks, they have come York for scientific 
safety. 


Their vault equipment—most carefully planned and conveniently 
arranged—is thoroughly keeping with the splendid facilities 
provided for increasing clientele. Its handsome interior finish 
makes the vault room, with its several thousand 
safe deposit boxes, one the show places 

the bank. Inside the concrete walls there 
special steel lining that provides impregnability. 
special trunk vault was also installed for the 
storage silverware and bulky articles. 


Modern bank vault construc- 
installation— 
just one thing, YORK, with 


its facilities, experience and re- 
putation. Write for informa- 

ric aa ry SAN FRANCISCO HONOLULU he 
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Gold’s Use Can Stretched 


HIRAM JOME 


Professor Economics, Denison University 


Hidden Billions Hoarded Metal and Jewelry Orient Esti- 
mated Equal Half World’s Total Monetary Supply. Cur- 
rent Economic Changes Might Release Considerable Part 


This Circulation. 


NCE upon time the people 

England are said have feared 

shortage wood for the 

making bows and arrows. 
Scientists feared shortage the indigo 
plant and the cochineal used the mak- 
ing dyes. Thomas Robert Malthus 
feared scarcity food. and his 
followers made such dire forecasts for 
the human race that Charles Darwin 
concluded that only the fittest could sur- 
vive and Thomas Carlyle dubbed econom- 
ies the “dismal science.” 

Today, however, statesmen and busi- 
ness men are concerned with the cur- 
tailment, rather than the expansion, 
production. But the followers the “dis- 
mal have popularized new 
phobia. They not now worry about 
the shortage the means subsis- 
tence: they trouble themselves rather 
over the adequacy purchasing power. 
They fear that the production goods 
outstripping the production gold. 


Less Gold Produced 


XPERIENCE proves that industry 
and commerce normally increase 

the rate almost per cent annually. 
The total gold supply, says Professor 
Gustav Cassel, should accordingly rise 
the same even more rapid rate. 
Some allowance must made for the 
use portion the new gold the 
arts, addition that which finds its 
way into India and the Orient, long 


known the graveyard the precious 
metals. 


Gold production, however, has not been 
sufficient permit the required rate 
increase the stock monetary gold. 
According the reports the United 
States director the mint, the annual 
product the world’s mines during the 
past decade has averaged about $371,- 
000,000. the period 1911 1915 the 
output was the largest history, reach- 
ing $470,000,000 the latter year. 
1926 amounted $400,000,000 for the 
first time since 1917 and has remained 
above that figure the present day. 
But not all the annual product used 
for monetary purposes. amount 
equal per cent the 1928 output 
found its way into the arts was im- 


Reassuring 
beings, thinks 

Prof. Jome, find new 
things constantly worry 
about, even they require 
diligent search. Par- 
ticularly dismal 


forebodings, finds, which 
originate the science 


economics. Once, for in- 
stance, population was sup- 
posed outrunning 
subsistence. Now seek 
ways curb production. 
The fashionable worry to- 
day the gold skortage. 
The writer treats this sub- 
ject reassuringly. 


ported into India. Only per cent was 
left for monetary purposes. 

Mr. Joseph Kitchin, who regarded 
authority gold production, gives 
the following figures and estimates 
the Review Economic Statistics for 
May, 1929: 


WORLD’S STOCK OF GOLD MONEY— 
34 


1867 to 19 
World’s Stock Increase 
Year Gold Money the Interval 


1893 


1918 9,290,000,000 


$1,241,000,000 
1.5% per annum 
-7% per annum 
1,815,000,000 years= 
.8% per annum 
1,412,000,000 in 6 years—= 
2.0% per annum 


Steady Output Until 1940 


significant that the annual growth 
more than per cent the world’s 
stock monetary gold occurred during 
time steadily rising prices, while the 
increases less than that proportion 
came periods falling price trends. 
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Prospective Economies Other Ways. 


Mr. Kitchin predicts fairly steady out- 
put gold somewhere near 
000 until 1940, when “marked decline 
prospect.” With this conclusion 
the future, Gustav Cassel, Lionel Edie, 
and Irving Fisher are accord. 

obvious that, keep pace with 
the demands industry, the annual gold 
production should rise continually 
increasing rate. Gold durable com- 
modity. Each year’s product added 
the existing supply. the world’s stock 
monetary gold $11,000,000,000 (the 
director the mint placed $10,- 
527,000,000 the end 1928) per 
cent increase would require $330,000,- 
000 addition. The next year this figure 
would increase almost $340,000,000, 
amount equivalent more than 
four-fifths the present total annual 
product. 

not necessary here elaborate 
the probable business and financial effects 
such gold shortage. The physical 
amount purchasing power would not 
increase rapidly the number 
articles bought; thus the value 
the dollar would rise and the general 
price level commodities would fall. 
protracted drop prices would naturally 
mean extended depression with its 
attendant hardships most economic 
classes. Interest rates would violently 
affected and the emphasis investments 
would again shifted the non-equity 
security. 


Preventive Measures 
HIS is, outline, the argument 
those who ‘believe that the world 
today facing gold shortage. the 
purpose this article summarize but 
not necessarily advocate the most im- 
portant measures which could taken 
prevent, counteract the bad 
effects of, such shortage the yellow 
metal. Some the possible measures 
are automatic while others would require 
Government action. Some are consistent 
with our present monetary and banking 
system while others are 
ary nature. Some will tend increase 
the supply precious metals available 
for money while others will reduce the 
demand. 
falling price level would mean that 
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wages and the cost materials will tend 
fall. Likewise, the costs gold pro- 
ducers will decrease. But while the prices 
other products will adjusted down- 
ward, that gold will remain constant 
$18.60 per standard ounce (9/10 fine). 
Gold mining will become more profitable. 
Many marginal mines will opened 
and those already operating will 
worked more intensively. 

Too much faith, urged, should not 
placed stimulated gold output. Even 
the present rate mining activity 
the annual product which finds its way 
into monetary uses represents addi- 
tion only 2.4 per cent the 
total world’s stock monetary gold. 
increase per cent would require 
unprecedented growth our total 
gold production. 


Africa Chief Source 


OREOVER, many engineers and 

economists are agreed that there 
seems early limit which pro- 
duction can pushed. Since only 
small proportion the gold comes from 
the low grade mines, fall the costs 
have only slight effect the total 
product. Gold produced sixty-one 
countries, but more than one-half comes 
from the South African fields, the 
Transvaal, popularly called the Rand. 
The mining even those rich fields 
being done great depths and with 
very expensive machinery. Though the 
product the Rand has increased 
about per cent the past ten years, 
the greatest growth has occurred the 
“New Rand.” There some evidence 
that the ore the “Old Rand” contains 
decreasing percentage gold. The 
production the United States, 
most the other sources, has fallen 
while the output Canada and Russia 
has greatly increased. 

Though the “moving picture methods” 
gold production seem obsolete, 
not known how much surface gold 
available newly explored regions 
Russia and Siberia. Moreover, scientists 
generally believe that have just 
scratched the surface knowledge. The 
possibility synthetic production 
ignored those who fear gold 
shortage. 

Engineers and industrialists presented 
pioneers inventions the same type 
which 
many today advance against 
the idea increasing the supply mon- 
etary gold. 


Jewelry and Hoarded Gold 


amount gold available for 
money can also increased 
means shift from the arts coin- 
age. According the director the 
mint, the world output gold 1928 
was $407,000,000, which about per 
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cent found its way into coin and bullion. 
downward commodity price movement 
would tend reduce the quantity gold 
used for plate, ornament, jewelry, and 
other industrial purposes, since the cost 
competing metals, such silver and 
platinum, would presumably also fall 
while the price gold remains the same. 
Thus greater amount gold re- 
leased for monetary purposes during 
time failing prices than periods 
rising prices. 

The possible shift gold” even: 
more powerful factor. The total gold 
production from 1493 1930 estimated 
have been almost $22,000,000,000, 
which about one-half today the form 
available coins and bullion. Undoubt- 
edly great portion has been lost, but 
about $5,000,000,000 hoarded India 
and the Orient, while from $3,000,000,000 
$5,000,000,000 ornaments, jew- 
elry, and plate, forms which can read- 
ily converted into monetary uses. 
Who knows but that part the gold 
Solomon’s temple jingling the read- 
er’s pocket? For price people may sell 
their gold plate jewelry. For price 
patients may ask their dentists pull 
the gold out their teeth. falling 
price level, indicating increased value 
gold, may furnish such inducement for 
substituting other materials dentistry 
and the arts, thus releasing huge quan- 
tities “old” gold well “new” gold 
for monetary purposes. 


Hidden Billions 


certain parts India and the 

Orient men put their savings their 
women. The wives the opulent are 
heavily laden with bracelets and jewels. 
Much hoarding also done Silas Mar- 
ner fashion. When the people these 
countries become commercial minded, 
these private hoards will give hun- 
dreds millions, even billions dollars 
worth old gold. The potency this 
factor fully realized from the possi- 
bility that hidden these countries to- 
day quantity gold estimated 
equal almost one-half the total world’s 
monetary supply. 

the worst should come pass, how- 
ever, and should face long contin- 
ued depression because the gold short- 
age, would possible look again 
with favor upon silver, the rejected rival 
gold. The price silver rapidly 
falling while the value gold would 
rising. conditions this kind should 
may again urged adopt bimetallism, 
the agitation for which has generally 
come times falling prices and 
rising value gold. 

The United States lost her great op- 
portunity 1919 and 1920 rid her 
monetary system silver. that time 
could have disposed all our silver 


dollars more than 100 cents each, 
Perhaps future generations will regard 


this omission fortunate. Undoubtedly 


few people would favor bimetallism 
the unlimited coinage both gold and 
silver. The disparity between the ratios 
would immediately result the driving 
gold out circulation. adjustment 
respond with that the market would 
practically inhibit the circulation 
ver coins. They would too 
would possible, even the present 
ance upon silver backing for silver 
certificates. While this course may not 
now seem desirable, might resorted 
the other expedients increase the 
supply money were found undesirable, 
impracticable, inoperative. 

Even the present time Albania, 
Bulgaria, Czechoslovakia, Japan, Java, 
The Netherlands, South Africa, Spain, 
and Switzerland, without being 
bimetallic basis, permit their central 
banks include silver, well gold 
gold exchange, their legal reserves, 
Generally the laws place limit upon 
the proportion silver used. 


Demand May Decline 


who fear gold shortage 

seem assume that because industry 
has progressed the rate per cent 
per annum the past, will continue 
with the same speed the future. 
the threatened long continued depression 
begins occur, the tempo industry 
and trade will slacken and increase 
the gold supply may needed. 
country enters the stage maturity, 
the curve production and business, like 
that population, will tend flatten 
out. This prospect utmost impor- 
tance and may dissolve all danger 
gold shortage. 

commerce and industry, however, 
should actually outstrip the production 
gold, the Government and banking 
authorities may economize its use 
work. 

Many plans have been suggested for 
regulating reducing the demand for 
gold. would possible, for instance, 
case continually falling price level, 
reduce the bullion content the dol- 
lar. The nations could continue with- 
draw gold coins from circulation thus 
enabling them serve more effectively 
reserve backing for notes and 
for bank deposits. Laws could passed 
reducing the minimum reserve require- 
ments both for notes and deposits. Since 
the universal practice for banks hold 
greater reserves gold behind notes 
than behind deposits, the use the bank 
check might encouraged. 

France, for instance, the notes 
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SEND FOR THIS SAMPLE 


Hammermill Safety offers choice 
pleasing colors match your own 
wishes, and the preferences your 
depositors. 


Pay THE 
ORDER 


SAMUEL JOHNSON 


SAFETY 


look at, one proud of. Yet appearance 
only one the features this paper. 


High Quality 


Hammermill Safety has excellent printing and litho- 
graphing characteristics and surface friendly 
writing hand machine. has high folding en- 
durance, tearing resistance, and body which enables 
stand under rough usage. quality paper. 
has be, carry the name Hammermill. 


Moderate Cost 


While offers all you can want Safety check 
paper, Hammermill Safety moderately priced be- 
cause enjoys the manufacturing advantages large 
scale production. 
makes into paper, and sensitizes the surface for 
Hammermill Safety, all one mill. Every step the 


Hammermill produces the pulp, 
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Handsome (heck 


manufacturing process under the supervision the 
Laboratory, and the finished product 
rigidly inspected. 

Protection 


Hammermill Safety protects the seven points 
check where writing done. Its sensitive surface re- 
veals any attempt tamper with the date, check 
number, payee’s name, amount numerals, written 
amount, signature and All its eight 
pleasing colors give full measure protection. 


Send For The Booklet 


Banking executives choose Hammermill Safety because 
makes handsome check and because offers prac- 
tical quality moderate cost. available litho- 
graphers and printers everywhere. Learn more about 
this modern Safety paper before ordering your next 
supply checks. Mail the coupon today for the 
sample book which gives full details. 


HAMMERMILL PAPER COMPANY, Pennsylvania 


Bank 
Executives 


who are interested im- 
proving the appearance 
their bank checks, effecting 
worthwhile economies the 
same time, are invited 
send for this sample book. 
The coupon for your 
convenience. 


HAMMERMILL PAPER COMPANY 


ERIE, PENNA. 
Please send copy the HAMMERMILL SAFETY 
Sample Book which gives all the facts concerning this 
modern check paper. understand under 
obligation making this request. 
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Fundamental Changes Inevitable 
Banking Laws 


GEORGE ANDERSON 


Three Separate Examinations Nation’s Banking Structure 


Promise Important Legislation. 


Investigators Face Fact That 


Multibanks Exist, Not Theory. Misuse Credit Speculation 
Secondary Issue. Problem Interstate Banking Paramount. 


before the laws the United States 

relating the country’s banking 

system will revised meet 
changing conditions the banking busi- 
ness. That work will not undertaken 
the present Congress the short ses- 
sion the coming winter and will not 
earlier than the closing days the 
long session the next Congress two 
years from now before the ideas the 
members the two houses the na- 
tional legislature the subject can rea- 
sonably expected have crystallized. 
There every probability that will 
toward the end the second session 
two years from next March before ac- 
tual legislation may had. The hear- 
ings before the House committee 
Banking and Currency chain, group 
and branch banking which took place 
during the session Congress just 
closed are duplicated—probably 
much more than duplicated—by the in- 
vestigations the special committee 
the Senate appointed consider the 
subject banking and credit, and this 
committee not commence its formal 
investigations until late the present 
year. 


Also the Reserve Board 


Federal Reserve Board, through 

twelve banks the system, investigat- 
ing the entire question what form 
method banking will the 
needs the United States, and un- 
likely that Congress will act until can 
have the benefit the results this in- 
vestigation. But let banker believe 
that this delay means inaction. means 
thoroughness and when revision comes 
will come with vengeance. The more 
the matter the future American 
banking investigated and considered, 
the further the members Congress 
probe into the subject, the more apparent 
becomes that the changes made 
will the most far-reaching sort, 
going the very foundation the na- 
tion’s banking system, reaching out for 
the control credit its chief banking 


Thorough 


its printed form the 
testimony taken the 
House Banking and Cur- 
rency Committee, relative 
group, chain and branch 
banking, consists two 
volumes sixteen parts— 
mass testimony worthy 
the serious study every 
man the banking busi- 
ness. will disclose impor- 
tant trends thought and 
indicate, without 
that fundamental changes 
banking law are almost 
inevitable. The accompany- 
ing article the first 
series based analysis 
the testimony. 


centers, changing the relation the 
28,192 banking concerns with each other 
and with the public—in short, revolu- 
tionizing the whole business. 

For while the House committee its 
investigation gave special attention, un- 
der the resolution authorizing the inves- 
tigation, the matter chain, group 
and branch banking, its investigation in- 
evitably led such matters possible 
monopoly credit the country and 
the possible control the Federal Re- 
serve System large banking combina- 
tions. brought out the fact that group 
and branch banking developing sharp 
clash interests between the national 
and state systems banks which 
forcing entirely new adjustment 
the relations the two systems. also 
developed the fact that group and chain 
systems already control more than half 
the banking resources the country 
and that the banking eggs have been too 
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much scrambled for the Government 
any more than determine exactly what 

the other hand the declared 
pose the Senate leaders concerned 
the subject directly the foun- 
tain head credit the country for 
the purpose preventing recurrence 
excessive speculation the stock mar- 
kets. There may connection be- 
tween distress among the small banks 
the country and the concentration 
capital and credit Wall Street the 
basis for excessive speculation but the 
two have been more less coincidental 
and the two will considered together. 
limit can fixed this time 
how far this new legislation but 
may relied upon that will far. 


Wall Street Side Issue 


HILE such questions as_ the 

monopoly the nation’s credit 
resources and their possible misuse for 
inordinate speculation are likely be- 
come important phases the discussion 
legislation its later stages, the im- 
mediate issue that branch, chain 
and group banking their relation 
the time-honored and traditional unit 
banking system the country which was 
the subject the House committee 
vestigation. somewhat significant 
the state mind the banking 
world that the beginning the hear- 
ings few any members the House 
committee indeed most the witnesses 
before the committee differentiated be- 
tween group and chain banking, several 
them fact confusing both with 
branch banking. 

his testimony before the committee 
Comptroller Pole indicated that the dis- 
tinction made the Federal authorities 
that “chain describes con- 
dition which number banks are 
owned controlled the same individ- 
ual group individuals but operated 
more less independently each other. 
“Group banking” used describe cases 
where group banks are centered 
around city metropolitan bank 
through the means holding company 


dis 
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system more less integrated 
management with the central bank 
the group. 


Fundamentally Different 


the course the hearings was 
brought out that the central idea 

the chain bank common ownership 
while the central idea group banking 
cooperative management around one 
two large banks nucleus. The 
principal difference between the two in- 
dicated the comptroller was that 
group banking there always some 
form central management while 
chain banking there not. The dis- 
tinction becomes controlling impor- 
tance when the matter Government 
supervision the banks considered. 
Incidentally, may added that chain 
banking thus defined received the un- 
qualified disapproval the comptroller 
and every witness before the committee 
who expressed opinion the subject. 
The chain bank not considered seri- 
ous importance the present banking 
situation. 

The first fact recognized sum- 
ming the present situation that 
branch banking and group banking and 
chain banking far they may enter 
into the matter are already here and 
here stay one form another. 
his testimony before the committee, Gov- 
ernor Roy Young reported that ac- 
cording the investigations the Fed- 
eral Reserve Board the close 1929, 
there were 24,645 banks and 3547 
branches, total 28,192 banking 
offices the United States. this total 
there were 6353 banks and branches that 
belonged branch banking systems, 
chain group banking systems 
both. This leaves 21,839 institutions 
which may termed unit independent 
banks having branches and being 
direct way affiliated with other banks. 

the face things this independent 
list still dominates the system but when 
classified according the total loans 
and investments the different systems 
was found that the chain, group and 
branch banks controlled approximately 
over half the $58,- 
500,000,000 loans and 
sources the entire country. The branch 
banking systems alone included 822 banks 
and 3547 branches with aggregate loans 
and investments $25,100,000,000, but 
these figures include 119 banks with 
1415 branches with $6,300,000,000 
loans and investments that were also re- 
ported belonging the chain group 
systems. 

There were 287 chain group sys- 
tems embracing 2103 banks with loans 
and investments $11,200,000,000. This 
list also includes duplications but none 
these duplications included the 
combined totals above given. The prob- 
lem, therefore, not whether there 


chain, group and branch banking, but 
what final form such systems 
banking the country are take and 
how much further development along 
these lines go. 


Competition Factor 


DMITTING that the multibank 
with us, however, and that 
stay merely introduces the subject; for 
these banks exist under vastly differing 
conditions and limitations and continu- 
ation their operation under present 
conditions not only involves difficulties 
but also involves inequalities which bear 
heavily upon one class banks their 
competition with other classes. 

Since the passage the McFadden 
Act national banks are permitted have 
branches only within the limits the 
municipality which they are situated. 
Their competitors among state banks 
may have branches according the laws 
the several states which they are 
located. These laws vary all the way 
from prohibition branch banking 
wide branch banking permitted 
state banks nine states and the Dis- 
trict Columbia while other states per- 
mit much more extensive branch banking 
than allowed national banks under the 
McFadden Act. realized that 
attempt prevent national banks from 
meeting the competition state banks 
depriving them equal privileges 
the matter branch banking will result 
increase the movement, already 
serious, national banks converting 
their organizations into state institu- 
tions. 

There also the matter super- 
vision and control. Branch banking 
national banks can supervised and 
controlled the comptroller through 
the head offices the national banks. 
the other hand group banks can 
adequately supervised controlled 
only their holding organizations and 
all component units are within the con- 
fines one state and all the units are 
state banks; otherwise there division 
authority between state and national 
between state and other state super- 
vision. 


The Official View 


his statement before the House com- 

mittee, Camptroller Pole accepted the 
group banking development major 
movement the American banking sys- 
tem. stated that, from the character 
and standing the bankers and other 
business men engaged some the 
principal groups this new group bank- 
ing movement had doubt that they 
would able work out system which 
would profitable the group com- 
pany and give safer and better bank- 
ing service the communities which 
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they own banks than was possible under 
the system unit rural banking. 
supervisory official, however, 
that group banking under its existing 
forms not desirable permanent 
system banking, citing particularly 
the difficulty and practical bility 
accurately and authoritatively the 
cial position the group whole 
when group composed both state 
and national banks usually the case, 
The Federal Reserve Board yet give 
authoritative pronouncement the 
subject, but the testimony Governor 
Young would seem indicate that 
the Federal reserve authorities are 
substantial agreement with the comp- 
troller the subject. 

practically every phase the ques- 
tions developed the House committee 
investigation this same conflict inter- 
ests and control between state and 
national banking systems 
parent. The avowed intention the 
national authorities the whole matter 
strengthen the national bank sys- 
tem—not much opposition the 
system state banks, perhaps, 
the expectancy that the strengthening 
the national system will lead the re- 
forms state banking which they 
imperative the interests the coun- 
try. The comptroller issued his chal- 
lenge his recommendations for new 
legislation his last annual report. 
“The theory parity between the two 
systems banks,” says, “is 
opinion economically 
merce interstate and recognized 
the Constitution the United States 
being fundamentally national question. 
The proposal for the extension 
branch banking which here made 
would have the direct effect establish- 
ing strong system banks the 
rural districts and indirectly would 
lead the gradual restoration the 
national banks the primary system 
commercial banking the country.” 


Interstate Problems 


the issue remote. Branch 

banking present, where 
not confined the case national 
banks municipalities, confined 
state limits. The adoption the “trade 
area” idea, hereafter discussed, even 
limited way involves the crossing 
state lines national banks and the 
minute that crossing made some inter- 
esting and vital questions between state 
and national control arise. What, for 
example, will the incidence state 
taxation upon branch national 
bank one state whose capital and prin- 
cipal resources are another state? 
Cne cannot read the testimony and the 
addresses the national and Federal 
reserve authorities upon the question 

(Continued page 151) 
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Chicago Title Trust Co., Chicago, Ill. Sanacoustic Tile installed entire ceiling. 


BANK BIG ENOUGH AFFORD NOISE 


NOISE Causes Errors and 
Too Costly Tolerate 


EALIZATION the costliness 
noise has come surprise 

many bank officers. Consider the 
situation your own bank, and 
you will agree, believe, that 
noise actually your payroll. 
The work bank demands close 
application and accuracy. Many 
the annoyances and losses due 
errors can not justly laid care- 
lessness. Rather they result from 
distraction, from interruption 
thought due NOISE. every 
business office Noise produced 
the machinery business. Yet 
not necessary tolerate the 


PRODUCTS 


resulting confusion. the control 
sound, Johns-Manville Engineers 
have accomplished seeming marvels 
scores banks all about the 
country. 


Like blotter which made 


soak noise 


have learned our long ex- 
perience that with proper materials, 


_made specifically for the purpose, 


entirely possible overcome the 
noise evil any part any bank. 
not seek away with the 
causes noise. Our method 
blot out sounds absorbing them 
before they echo and bounce about, 
and become what commonly 
know Noise. apply the ceil- 
ing walls special acoustical ma- 


New Chicago 


terials which have capacity ab- 
sorb sound much blotter takes 
ink—except that unlike blotter 
these materials not wear out. 

such means subdue sounds 
before they become disturbing, be- 
fore they can actually called 
Noise. Naturally developing our 
materials have considered care- 
fully their uses. Hence they not 
interfere any way with desired 
decorative effects. 


believe you will like ex- 
amine our free book which tells 
the sound-quieting work have 
done banks, and explains our 
methods greater detail. Send 
the convenient coupon, and you 
wish, ask send expert 
sound control call. This entails 
obligation. 


Address JOHNS-MANVILLE 
nearest office listed below 
Cleveland Orleans 
San Francisco Toronto 
(Offices all large cities) 


AC-90-8 


absorbing Treatment for Banks.” 


Johns-Manville 


SOUND-ABSORBING TREATMENT 
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Brink’s Great Fleet 


over 450 Trucks 


Aires Branch the 
National City Bank New York 


has just put this armored International 
ment similar many the 


OST BANKERS are aware the 

far-reaching work Brink’s 

Express Co., world’s largest 
transporters money, valuables, and 
securities, and all odds the biggest 
users armored trucks domestic 
service. International Harvester 
proud the fact that every truck the great 
Brink’s numbering close 500— 
International. 


Brink’s have been staunch friends International 
Trucks for years, because merit the truck and 
because outstanding service policy our 
part. Brink’s maintains branches and send their 
trucks 576 cities. Reliable truck service vital 
with them. Using Internationals, Brink’s only 
the emergency servicing themselves; main 
job left us—because International Harvester 


The McCormick-Deering Farmall—a true general-purpose 
tractor, adapted for row-crop work well 
all the usual farm power work. 


The International Six-Speed Special truck has forward 

speeds. the original heavy-duty speed truck with 

2-speed axle—a low-gear range for power and high 
range for speed. 


trucks owned Brink’s Express Co. 


has service wherever Brink’s has trucks. 
w wv 
UCH truck service outgrowth 
what this Company has learned 
through generations manufac- 
ture and distribution. The rule applies 
both trucks and farm equipment. 
Competent after-sale service lengthens the life and 
doubles the usefulness the machine. 
days labor-saving, cost-reducing power farming 
vital matter the farmer that good service 
always ready near hand. 

That why are urging and aiding McCor- 
mick-Deering dealers equip themselves for expert 
servicing tractors, trucks, and the wide range 
modern power farming equipment. 

dealer equipped prosperity builder the first 


order. has contributed much the community— will 
contribute much more. 


a 


Today, the field—tomorrow, the granary. McCor- 
mick-Deering Harvester-Thresher owners Savings 
ranging cents per bushel. 


Cultivating rows once—an example Farmall 

speed and utility. This tractor solved the problem 

planting and cultivating corn, cotton, potatoes, beets, 
mechanical power. 


INTERNATIONAL HARVESTER COMPANY 


606 So. Michigan Ave. (Incorporated Chicago, 


McCORMICK-DEERING 
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Possibilities Village Bank 


ROSCOE MACY 


Small Institution, Hopeless Position Geographically, and 
With Stationary Population, Manages Show Satisfactory 
Percentage Earnings. Greater Part Assets Maintained 
Local Loans Averaging Per Cent. Conservative Policies the Rule. 


HERE was occasion recently 

make study the income his- 

tory small country bank. 

Capitalized $25,000, its nor- 
mal deposit set-up today probably 
between $150,000 and $160,000. ad- 
dition its capital there around $10,- 
000 surplus and undivided profits in- 
vested the business. 

This bank located town which 
struggling keep its population 
above the 400 mark. The birth rate 
adequate, but the larger families have 
penchant for moving away other 
towns order make living. This 
bank harassed the South 
aggressive bank town only three 
miles away. Six miles the West 
another town and another bank; four 
miles North lies third village, with- 
out bank, but fired with spirit 
jealousy toward its neighbor which has 
raised barrier the expansion the 
bank that direction. Eastward 
stretch fifteen miles the nearest 
banking competitor. 


Obviously Hopeless 


the bank are examining, there- 

fore, typical case small- 
town institution whose outlook for profit- 
able operation clearly hopeless. Its 
deposits are but six times its paid-in 
capital and less than five times the capi- 
tal actually invested. Through competi- 
tion, interurban animosities and terri- 
torial poverty, sound expansion 
rendered almost impossible. The home vil- 
lage certainly not growing, and 
succeeds retaining its comparatively 
stationary population, will because 
most its present residents are too old 
too young, too fond the place, 


seek broader opportunities. 

citing this bank the perfect 
example the institution which cannot 
make profit, simply because in- 
capable reaching profitable volume 
business. banker educated the 
modern school could figure his head, 
within few dollars, the average an- 
nual loss this bank will show, assuming, 
operation for full year. 

There only one serious objection 
the choice this bank example 
hopelessness; has really had prof- 


Population 400 


life story suc- 

cessful small town bank 
will hold mirror 
similar banks throughout 
the country. The manager, 
addition his myriad 
duties, performs the “jani- 
torial” function 
The writer takes pains 
point out that there 
nothing exceptional the 
circumstances enabling this 
institution show profit. 
Many others, similarly 
“harassed” competition 
and stationary 
tion, are making even bet- 
ter records. 


itable history and operating today 
basis that eminently satisfactory 
its stockholders. 

was organized some eighteen years 
ago with investment $25,- 
000. Its operating profits since that 
time have been well over $60,000. There 
presented with this article chart 
setting out detail the bank’s operat- 
ing income record since 1917; data 
previous years are incomplete, and only 
the total net income for each year 
1917 available. 

The picture, sure, not alto- 
gether satisfactory. Only about half 
the operating income has been realized 
the shareholders; the balance went 
the elimination credit lines which the 
agricultural deflation 1920 left, 
frozen assets, the bank. 
losses sustained advances made since 
1921 have not exceeded $200 the ag- 
gregate, and the old unsatisfactory lines 
have now been cleared off the books, 
that the bank’s future outlook may 
based with reasonable safety upon the 
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figures presented the accompanying 
chart. 


What the Budget Says 


XPRESSED round numbers, the 

budgeted income for 1930, based 
upon the bank’s statement Jan. 
would look somewhat follows: 


$120,000 local loans average 
rate 7 per cent....... $8,400 
40,000 bonds—average return 
25,000 cash and secondary 
reserve — average in- 
come rate per cent. 500 
Miscellaneous income — office 
rents, exchange, ser- 
vice fees, safety deposit 


department .......... 700 
1930 total anticipated income $11,600 
Operating expenses........... $4,500 
Interest on time deposits...... 2,000 
1930 total disbursements.... 6,500 
Anticipated net income... $5,100 


Budgets, well known, have way 
shifting with circumstances; things 
have happened this one since the first 
the year, and merely outlined 
here readily understandable state- 
ment the way which income 
better than per cent may expected 
small bank its invested capital, 
even though its deposits are only about 
five times that capital. 

This bank fortunate that its as- 
sets, almost without exception, are regu- 
lar producers income. has always 
been able realize per cent 
for example, its “other real estate” 
account; that account has stood high 
$15,000 times during the past ten 
years, though the present balance less 
than $300. 


Average Per Cent 


rates local loans are fairly 

stable about per cent farm 
mortgages, per cent ordinary loans 
depositors, and per cent non- 
depositors and those whose loans are dis- 
proportionate the deposit balances 
carried. average per cent may 
fairly counted upon, year and 
year out, for these local loans. 

The income outside investments 
low this time; 1929, with its high 
rates call money, commercial paper 
and bonds, was bonanza country 
banks, but short-lived one. Soon after 
the first the current year, the man- 
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agement became dissatisfied with the 
yield its bond account, and liquidated 
all but about $15,000 governments. 
The profit realized the bonds sold 
was carried reserve account, 
used, case need, for the charging off 
premiums that might have 
paid bonds are re-purchased later on. 
The proceeds are being carried cash 
this time, reducing the income rate 
from per cent per cent about 
$25,000 the bank’s assets. 

Furthermore, the current year has 
seen what appears reduction 
about $10,000 the average deposits, 
due the falling prices farm com- 
modities, with corresponding falling 
off local loans. The total apparent re- 
duction budget income 
causes would amount, therefore, some 
$1.500 for the year. 

casting about for means replac- 
ing this shortage, attention 
turned particularly the sheaf 
charged-off notes the back the note- 
case—the graveyard which fatally 
frozen assets are often buried. 
few such cases, was found possible 
achieve recovery. debtor whose 
judgmer.t had outrun his capital few 
years ago had demonstrated particular 
ability the handling sheep; has 
now been financed the purchase 
flock ewes, the charged-off note was 
incorporated the mortgage, and the 
chances are that the natural increase 
the flock will place the old note again 
good standing the course few 
months. The same thing has been done 
with cattle-feeder, with equally good 
prospects. small block stock which 
had taken over the liquidation 
credit line has recently been resold 
nice profit. The purchase real 
estate mortgage and the incorporation, 
renewal, another charged-off note 
has given the bank secured investment 
which may readily sold, necessary, 
local lender. 

The net result that the realized 
profits the next two years, including 
these recoveries they. materialize, are 
likely exceed the average past 
years, even current money rates. 
not improve. 


$2,000 for Interest 


much for gross income; now 

examine the other side the sheet. 
Can $6,500 ordinary year ex- 
pected cover expenses and interest? 
The bank’s time deposits appear 
averaging around $55,000. The maxi- 
mum interest rate per cent, and 
after allowing for the accounts that are 
closed out before interest earned 
$2,000 should sufficient meet the 
interest earned time deposits and 
the moderate line public accounts en- 
titled interest open balances. Aside 


Income Table 
Actual Bank 
1917-1929 


Interest 
Net on ** Aver- 
Operating *Ex- De- age 


Income penses posits Deposits 


1917 $4,893 3,930 2,063 142,000 
1918 4,338 4,159 1,498 159,000 
1919 2,538 187,000 
1920 4,867 5,123 1,803 155,000 
1921 (Loss) 484 5,667 2,430 97,000 
1922 3,876 4,895 1,018 121,000 
2,431 5,463 1,080 136,000 
1,045 5,688 2,239 124,000 
1925 2,021 4,661 1,999 129,000 
1926 5,472 4,410 2,294 141,000 
1927 4,503 4,386 2,249 134,000 
1928 5,898 4,383 2,010 147,000 
1929 5,058 4,465 1,964 156,000 
Per Cent Net Deposits 
Net on on to 
Paid-In Invested Invested 
Capital Capital Capital 
1917 19.5 17.0 4.9 
1918 17.4 14.0 5.1 
1919 29.0 18.2 5.2 
1920 19.4 13.8 4.4 
1921 (Loss)1.9 (Loss) 1.5 3.0 
1922 15.5 12.1 3.8 
9.7 7.4 4.1 
4.2 3.2 4.0 
1925 8.1 6.0 3.9 
1926 21.3 16.7 4.3 
1927 18.0 13.3 4.0 
1928 22.0 17.3 4.3 
1929 20.1 14.8 4.6 
15.6 11.7 4.3 (13-year 
average) 


*Exclusive of interest paid on deposits. 

**This figure is arrived at by averaging 
for each year the deposits at the time of the 
regular call statements for that year. 


***During a part of 1923 and 1924, the 
experiment was tried of employing an extra 
man the force, the supposition that 
justify the additional expense. For reasons 
outlined in the text, this experiment proved 
unsuccessful. 


figures are taken from the 
regular reports made to the state depart- 
ment of banking. Only operating income is 
shown; charge-offs and recoveries are not 
taken into account. 


from public monies, demand deposits 
are interest-bearing. 

The expense account seems 
stabilized, the basis present prices, 
about $4,500. this, the managing 
officer receives $2,000 per year, which 
$1,500 $2,000 annually from insurance 
and farm loan commissions and other 
outside earnings. The bookkeeper ac- 
counts for $1,080 more; the remainder 
goes for other operating expenses and 
depreciation. 

bankers some regions the man- 
ager’s salary will appear somewhat 
small, but the addition his outside 
earnings gives him what probably the 
equivalent $5,000 $6,000 per year 
bank’s janitor. suppose the average 
janitor small town expects some 
such wage $75 per month, $900 
per year. But the bank manager, with 
the cares his official position his 
mind wields his broom tends 
his furnace, cannot expected func- 
tion quite efficiently the fellow who 
devotes his full time janitoring. Our 
manager, then, somewhat inefficient 
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janitor, should content receive, 
say, $600 per year for his 
janitorial services. 


And Bookkeeper Also 


also, times during each 

working day, sort glorified 
bookkeeper and remittance clerk; but 
here, too, cannot perform with quite 
the efficiency and singleness purpose 
the expert bookkeeper who has noth- 
ing else his mind. Something like 
$900, then, may fairly said rep- 
resent the amount our manager earn- 
ing head bookkeeper. 

now have $500 per year remain- 
ing, represent his pay for managing 
the bank and digging out annual 
profit per cent for his stockhold- 
job which brings sure $2,000 every 
year; that itself today mean 
thing. addition his employers allow 
him the spare time which double 
his salary through outside earnings. 
portion this, naturally, earned 
his own time, but goodly share it, 
too, comes during banking hours. 

would seem rather well treated. 
given liberal vacations full pay. 
permitted gossip with custom- 
mers the bank’s time. His employ- 
ers are not critical his housekeeping; 
they not object the sweeping 
postponed from day day busy sea- 
sons. must not overlook the fact that 
his directors are also his assistant man- 
agers, and that they give liberally 
their time and ability helping solve 
his problems and receive little 
compensation therefor. 

The important fact that the little 
bank, ordinary times, can make rea- 
sonable profit its investment. There 
is, course, limit below which even 
the little bank cannot allow its deposits 
fall and still expect make money— 
that limit, however, considerably lower 
than most officers larger banks real- 
ize. Managers small banks, too, are 
likely become discouraged during the 
periods when charge-offs are accumulat- 
ing their note-cases, and forget the 
profits that they realized more normal 
times; bad notes have way melting 
away with the amelioration hard times 
and the improvement banking prac- 
tice, eventually turning “operating prof- 
its before charge-offs” into “net profits.” 


Far from Hopeless 


MALL-TOWN banking not intrin- 

sically unprofitable. may that 
the efficiency the system whole 
can improved through the adoption 
branch group banking, some other 
form combined operation, but has 
not yet been demonstrated that the case 
the little independent hopeless. 

(Continued page 158) 
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When Called Upon Make 


back your own judgment with that 


organization specializing such problems 


ADVISING others the investment 
their money always serious 
responsibility. often difficult even 
for the institution maintaining staff 
for that purpose. particularly 
for the bank which makes active 
effort render this service—but 
which nevertheless not infrequently 
called upon give it. 


The co-operation experienced 
investment house can material 
value banks and trust company 
executives choosing bonds which 
enjoy strong sponsorship and the 
improved market position which 
results from broad distribution 
large numbers investors. Further, 
the practical knowledge invest- 
ment problems, gained such 
house serving many thousands 


institutional and private investors, 
helpful securing proper balance 
and diversification for the individual 
investor trust estate. 

Halsey, Stuart Co. offers service 
plete. extends from the analysis 
any account the recommendation 
suitable list securities meet 
the requirements indicated. The trust 
officer will find its prompt availability 
particularly valuable aid his effort 
maintain each account its maxi- 
mum strength and earning power. 

Communications from interested 
bank and trust company executives, 
whether for detailed survey spe- 
cific problem merely for list 
current recommendations, will receive 
careful attention. 


HALSEY, STUART CO. 


INCORPORATED 


THE PROGRAM 
THAT DOES MORE 


CHICAGO, 201 South Salle Street 


NEW YORK, Wall Street 


AND OTHER PRINCIPAL CITIES 


Every Wednesday evening 
thousands increase their 
knowledge sound invest- 


Halsey, Stuart Co. pro- 
gram. Broadcast over 
Coast Coast chain 


Eastern Standard Time 
Central Standard Time 
Mountain Standard Time 
Pacific Standard Time 


ment listening the stations associated with Daylight Saving 
ENTERTAIN Old Counsellor the National Broadcasting Co. one hour later 
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Most banks, displaying illustration their institution the corner their 
check, prefer plain safety check paper when they realize this available, because 
THE 
ARE MADE the detail fully engraved picture clearly discernable only when printed 
lithographed plain no-pattern surface. 
With this advantage derived from its patternless surface, Gilbert Safety Bond 
combines real quality paper: rag content, strong, firm body with the safety 
features surface color protection against mechanical erasure and chemical 
treatment protection against ink eradicators. 
For the illustrated check Gilbert Safety Bond its attractive choice 
recommended. Your printer lithographer will gladly show you samples 
this “Safest Safety Papers.” 


Company, MENASHA, WISCONSIN 
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Eight Practical Ratios 


WALTER PAUL 


Vice-President-Treasurer, The Frates Company, Tulsa, Okla. 


Method Reducing Affairs Corporation Simple, Under- 
standable Terms Balance Sheet Industrial 


Concern. 


Banks Should Profit Subjecting Their Own 


Accounts Same Analysis Applied the Customer’s Statement. 


HERE are many rules theory 

which may applied prac- 

tical way the interpretation 

financial statements, but per- 
haps the most practical and useful meth- 
the computation ratios between 
related items and groups items found 
the balance sheet, and between such 
item items and gross income. 

The use financial ratios commer- 
cial organizations has gained favor dur- 
ing the last few years. The interest 
which has been taken this subject has 
been more beneficial the profession 
accountancy and the business organ- 
izations which this profession serves 
than any development recent years. 
Great stress now laid the value 
finding out just what financial state- 
ment means. Whether not this inter- 
pretation made the computation 
ratios some other practical way, 
the result either case use the 
financial statements which have been 
carefully prepared some practical and 
helpful way instead filing them and 
making further reference them 
after they have been prepared. 


The Eight 


ACH authority the subject 

financial ratios calculates various 
ratios which contends are significant 
and vital, but close study the sub- 
ject whole, least from the com- 
mercial point view, probably limits 
the number practical ratios eight, 
follows: 


Current assets current liabilities. 
Quick assets to current liabilities. 
Net worth debt. 

Permanent capital fixed assets. 
Sales to receivables. 

Sales to inventory. 

Sales fixed assets, 

Sales to total assets. 


The current ratio broad measure 
the adequacy working capital based 
comparison current assets avail- 
able for the liquidation current lia- 
bilities, 

The quick ratio states the relationship 
between the more definitely and directly 
debt paying assets; namely, cash and 
receivables, with the amount current 

The ratio net worth debt com- 


pares the investment proprietorship 
with that creditors. 

The ratio permanent capital (con- 
tributions proprietorship plus long- 
time obligations) fixed assets de- 
scribes the allocation funds used 
the business permanent and current 
uses, respectively. 

The ratio sales receivable will 
result the- statement the average 
age all customers’ accounts. 

The ratio sales inventory while 
does not state the exact turnover rate, 
will indicate measure movement and 
salability inventories. 

The ratio sales fixed assets in- 
dicates either the active and effective use 
the permanent facilities over- 
investment such facilities. 

The ratio sales total assets 
another test which indicates the extent 


INDUSTRIAL MANUFACTURING CORPORATION* 
BALANCE SHEET 
DECEMBER 31, 1929 


Assets 
$11,667.22 
Accounts Receivable.. 27,345.65 


Notes Receivable.... 8,275.00 


Total Quick Assets $47,287.87 


Inventories 74,399.70 
Prepaid Expenses.... 1,146.29 


Total Current Assets......... $122,833.86 


Fixed Assets (Less Depreciation 
Reserves) : 
Furniture and Fix- 
tures 
Trucks and Autos.. 
Machinery 


224,563.40 
3,419.37 


$350,756.63 


Total Fixed 
Deferred Charges 


Liabilities and Capital 


Accrued $649.15 
Accounts Payable... 20,814.76 
Notes Payable...... 30,000.00 


$51,463.91 
40,000.00 


$91,463.91 


Total Current Liabilities...... 
Mortgage Payable.............- 


Total Liabilities 


Capital Stock....... 
Surplus 


Total Proprietorship Capital... 


$350,756.63 
$376,859.42 

*Acknowledgment is made to Myron M. 
Strain, author of “Industrial Balance Sheets,” 
for above statement and comments thereon. 
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Total Liabilities and Capital... 


which the total asset fund employed 
productive sales. 


Works Both Ways 


well organized business would ex- 

tend credit new customer with- 
out first calling for his financial state- 
ments and analyzing them thoroughly. 

the use ratio analysis finan- 
cial statements the credit man able 
ability that the particular organization 
will survive and able liquidate its 
indebtedness, not reasonable as- 
sume that the same conclusions could 
reached regarding the financial sound- 
ness and profit-making ability any or- 
ganization whose statements were sub- 
mitted for analysis? the credit men 
the various commercial organizations 
and banking institutions examine cus- 
tomers’ statements before extending 
credit, would not logical thing for 
the comptrollers these various com- 
mercial and banking organizations ex- 
amine their own statements carefully 
they would the statements their 
customers? Merely because the prac- 
tice analyzing statements developed 
reason the necessity credit ex- 
tension does not preclude the examina- 
tion statements for the purpose 
determining and using the facts 
disclosed. 

Consider the balance sheet in- 
dustrial manufacturing corporation, 
shown the accompanying statement, 
and compute the various ratios hereto- 
fore indicated that may come 
intelligent conclusion the financial 
condition this company. 

First compute the current ratio. This 
found dividing the current assets 
$122,833.86 the current liabilities 
$51,463.91, which will give quotient 
2.39. That means the company has 
$2.39 current assets available for the 
payment each dollar owes. For 
many years current ratio two one 
has been considered satisfactory and 
while dangerous attempt ar- 
rive standard average ratios, 
have current assets for every 
current liabilities, everything else 


q 
Buildings 
Land ............ 
34,292.72 
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being equal, the current ratio indicates 
sufficient working capital. 


The ‘‘Acid 


EXT compare the quick assets with 
the current liabilities. order 
arrive this ratio divide the 
quick assets, consisting cash, notes 
receivable and accounts receivable, total- 
ing $47,287.87 $51,463.91, the current 
liabilities, and arrive quotient 
92. That means have ninety-two 
cents cash, receivables which should 
the normal course business con- 
verted into cash short time, avail- 
able for the payment each dollar 
current liabilities. authorities 
state that cash and receivables are 
equal current liabilities, satisfactory 
condition indicated. The comparison 
quick assets with current liabilities 
sometimes referred the “Acid 
Test,” and ratio one one under 
normal circumstances satisfactory. 

Compare the net worth the pro- 
prietorship the total liabilities. This 
net worth debt ratio found divid- 
ing the capital stock surplus 
amounting $259,292.72 the total 
indebtedness $91,463.91, the resulting 
quotient being 2.84. That means the 
proprietorship has contributed originally 
and has permitted profits accumulate 
the extent $2.84 for every dollar 
which has been advanced creditors. 
This ratio expresses the proportion be- 
tween the capital owned the pro- 
prietors and the capital loaned cred- 
itors. The principle involved the cal- 
culation this ratio that the fund 
assets used the company its oper- 
ations consists its own net worth and 
advances made more less tem- 
porarily creditors. The ratio exist- 
ing between the proprietorship capital 
and money borrowed measures the debt 
pressure. The higher this ratio the 
easier the debt pressure. this ratio 
becomes lower the company subject 
the criticism being “top-heavy with 
While want caution against 
the danger accepting standards for 
any the financial ratios, might 


under most conditions accept net worth 


debt ratio two and one-half one 
being proportion which would indi- 
cate substantial investment the pro- 
prietorship against the advances 
creditors. this case have 2.84 
which provides adequate margin 
safety for the creditors. 


Contributed Working Capital 


OMPARE the permanent capital 

with fixed assets. This ratio de- 
termined dividing the net worth the 
proprietorship plus the funded debt, 
total $299,292.72, the fixed assets 
amounting $224,503.40. This gives 
quotient 1.31, which means that the 


proprietorship has contributed and bor- 
funds cover the entire investment 
plant and other fixed assets, and have 
available for working capital thirty-one 
cents out each dollar contributed 
borrowed. 

Under ordinary conditions ratio 
one and one-half one would indicate 
adequate permanent financing 
which not far below this theoretical 
standard. 


Agency Accounts Receivable 


applying the test sales receiv- 

ables not arrive quotient 
have heretofore but state our 
receivables time basis that the 
result our comparison will stated 
the number days apparent age 
all receivables. divide the total 
sales 365 determine the sales per 
day and then divide the total receiv- 
ables the average daily sales, which 
gives quotient thirty-four, in- 
dicating that the average age each re- 
ceivable thirty-four days. the ordi- 
nary business, accounts receivable which 
did not average more than forty-five 
days would considered collectible 
the absence any knowledge 
the probable uncollectibility specific 
accounts. 


Measure Activity 


activity. computing this ratio 
divide the sales the inventory, which 
gives quotient 5.06. This quo- 
tient does not indicate the ordinary turn- 
over, the term used, inasmuch 
turnover determined dividing the 
cost goods sold the average inven- 
tory. However, would not logical 
assume this instance that the in- 
ventory was unusually slow, even though 
are not aware the percentage 
gross profit included the sales figure 
$376,859.42. 

computing the ratio sales fixed 
assets divide the sales figure $376,- 
859.42 the total fixed assets $224,- 
503.40, which gives ratio 1.68. This 
means that for every dollar which has 
been invested fixed assets sales were 
made the extent $1.68. The fixed as- 
sets any business are obviously held 
for the ultimate purpose making pos- 
sible and furthering sales. is, there- 
fore, reasonable assume that the vol- 
ume sales fair measure the 
success the management accom- 
plishing this purpose, and that the ratio 
between investment fixed assets and 
sales significant one. this case 
probably would justified the 
conclusion that the company 
guilty over-investment plant. Some 


~ 


authorities state that for every dollar 
invested fixed assets, sales the ex. 
tent $1.50 should be-received. this 
standard reliable our ratio 1.68 
more than could ordinarily 
pect. 


Another Sales Ratio 


sets broader test than the sales 
fixed assets. Here again assume 
that the entire fund assets employed 
any business should bear certain 
proportion and should contribute sales 
volume. computing this last ratio 
divide the sales $376,859.42 the 
total assets amounting $350,756.63, 
which results quotient 1.07. This 
indicates that for every dollar used 
the business sales have been made 
last ratio supports the con- 
clusions the ratio sales fixed 
assets. 

Reviewing the eight ratios just com- 
puted, the current position shown 
the current ratio would above the 
“average” thirty-nine cents. 
conclusion, however, somewhat weak- 
ened the fact that inventories which 
make over half them turn some- 
what slowly, probably about once every 
three months, and certainly less than 
five times per year, and also the fact 
that cash and receivables are eight cents 
less than enough cover current debt. 
Neither these circumstances, however, 
serious enough extent suggest 
any notable weakness, and the 


ables appear current and highly 


liquid. 

The organization appears well 
financed, having investment $2.84 
per advances creditors, which 
allows substantial margin safety. 
also has enough its own capital 
plus long-term borrowings cover all 
its permanent assets with thirty-one 
cents every dollar left over for work- 
ing capital. Comparison sales with 
fixed and total assets discloses alarm- 
ing conditions, the sales the company 
being sufficient suggest the active and 
effective use its facilities. 


What Can Learned 


analysis just made the indus- 

trial corporation illustrates the use 
ratios the interpretation finan- 
cial statements. information 
this kind which should submitted 
the management those who are 
engaged the accumulation 
entation financial facts. more im- 
portant work can done the comp- 
troller bank commercial enter- 
prise than calculate those ratios which 
are pertinent his particular organiza- 
tion, and advise the management the 
points strength and weakness which 

(Continued page 156) 
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Market building Stone-Tile—concrete masonry 
—at Sunset Boulevard and Doheny Drive, Los Angeles. 
Sidney Rogers, Architect; Albert Davies, Contractor. 


There can character 


Concrete masonry and good architecture save business structures from 
being commonplace. Making honest use practical material, the skillful 
architect can develop design pleasing simplicity, character, and dignity. 

Very often, the use concrete masonry effects economies construction cost, 
and definitely protects the property investment providing substantial walls 
that are enduring requiring little maintenance and firesafe. 

Business structures concrete masonry thus yield maximum income. They 
attract desirable tenants, and keep them. They improve the community. Investi- 
gate its many advantages. Complete information supplied request. 


PORTLAND CEMENT 


WEST GRAND AVENUE 
Concrete for permanence and firesafety 
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Investment Service 


Based 


many years the First National Bank Chicago 
and the First Union Trust and Savings Bank have car- 
ried large investments bonds and securities and, because 
this fact, maintain department devoted analysis and 
statistics. There available correspondents not only the 
experience the banks the selection their own 
investments, but also the seasoned judgment specialists 
upon the various forms securities suitable for banks. 


This but one phase the complete facilities afforded 
through “Division which, for twenty-five years, has 
handled the business banks and bankers exclusively. 
With the Divisional Organization all departments the 
two banks are coordinated, thus affording efficiently 
organized service that international scope. 


The First National 
Bank Chicago 


Affiliated 
First Union Trust 
and Savings Bank 
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State Bank View Trade 


Area Branches 


Pennsylvania Secretary Banking Sees Real Menace Unit 
System Proposed Federal Legislation Allowing National Banks 
Reach Across State Boundaries. Fears Danger Further Cen- 


principal address the con- 
vention the National Associa- 
tion Bank Supervisors, held 

Peter Cameron, Secretary Bank- 

ing the State Pennsylvania. 

the course that address indicated 
that some the proposals which have 
been made for Federal regulation 
national banking might 


versely the prosperity state banks. 


said part: 

“Comptroller Pole’s recommendations 
Congress, and his utterances generally, 
show that has given most searching 
study the subject branch banking 
and the need for legislation affecting 
national banks; and desire 
understood that have only the utmost 
admiration for his ability and his un- 
tiring efforts the discharge this 
official duties, and faith the entire 
sincerity his purpose. 


Work for Improvement 


the same time, every national 
banker who believes the unit 
system banking, and who are 
charged with the responsibility pro- 
moting the welfare our respective 
state banking systems, must not forget 
that Comptroller Pole primarily in- 
terested system branch banking 
plan which, adopted, will un- 
doubtedly lead nation-wide branch 
banking, his utterances clearly indi- 
cate; and this can done only the 
expense the unit national banks and 
the state banking system. 

“We state bankers are, sure, 
sufficiently patriotic support any 
change changes our laws, and any 
national policy, that believe would 
for the general welfare, but, before 
shall willing agree the re- 
linquishment any material privilege 
now enjoyed our state banks, shall 
submit any invasion their rights, 
the interest competitive banking 
system, shall have satisfied 
beyond any doubt that such relinquish- 
ment invasion is, indeed, necessary 
the interest the general good. 

“The Committee Banking and Cur- 
rency the House Representatives 


tralization Financial Power and Authority Strong Hands. 


Washington has been holding highly 
important hearings the subject 
group, chain and branch banking. Some 
the leading bankers have given tes- 
timony these hearings, principally 
with regard the proposal that 
national banks shall given the right 
establish and maintain branches 
which may overlap state lines, and even 
extend beyond Federal Reserve Dis- 
trict, should ‘trade area’ run beyond 
Federal Reserve District. The term 
‘trade area’ appears indefinable; 
least have not seen the term defined 
way that rendered possible de- 
termine the exact boundaries ‘trade 
area,’ which meaningless term un- 
less can clearly and definitely de- 
fine it. 


Trade Area Limits 


RESUMABLY, national banks 

are given the power engage 
branch banking within ‘trade areas,’ 
either the comptroller the currency 
the Federal Reserve Board will given 
the power fix their boundaries. 

“As understand the ‘trade area’ 
plan, under national banks located 
one state could maintain branches 
another state, regardless the laws 
such state with respect branch bank- 
ing, provided the state was within 
‘trade area’ defined some Federa! 
functionary. 

“The primary purpose this pro- 
posal give national banks such dis- 
tinct operating advantages over state 
banks that the national 
grow the expense the state system. 
The avowed purpose lessen the num- 
ber bank failures among small country 
banks is, quite likely, secondary. 

“There doubt that too many 
banks have been incorporated the 
past communities where there was in- 
sufficient business justify them. Co- 
operation between the Federal and state 
authorities would readily correct this 
fault. this connection, let say 
that since became the head the 
Pennsylvania Department Banking 
eight years ago, has been the uniform 
practice, investigating applications 
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for the incorporation banks, re- 
quest the comptroller the currency 
give the benefit his advice upon 
the question the necessity for the pro- 
posed bank, the personnel the incor- 
porators, and not once has charter 
been granted against the advice the 
comptroller, even when adverse 
opinion could implied; nor has bank 
been established. location where 
charter for national bank had been 
refused. 


Task for Each State 


AREFUL study conditions 

the various communities the 
country will suggest many other rem- 
edies for strengthening our banking sys- 
tems. Conditions and banking problems 
vary widely different states; and the 
state bankers associations the several 
states should make intensive study 
the whole subject and recommend 
their state legislatures, where necessary, 
such changes the laws as, their 
judgment, would eliminate the present 
weaknesses. 

“The membership the state legisla- 
tures comprises men who have intimate 
knowledge the economic, political and 
social conditions their respective 
states, and the needs their con- 
stituents, and should much better able 
determine what changes banking 
laws would for the general good 
their citizens than Congress can possibly 
be. 

“We have been moving, during recent 
years, entirely too fast 
strainedly the direction centraliza- 
tion power and authority. Whenever 
apparent evil arises connection 
with the multifarious activities our 
nation, rush Washington for re- 
lief, usually with the result that Con- 
gress authorizes some Federal official, 
board commission eradicate the 
evil, and this way, again and again, 
matters that should have been adjusted 
the several states, and some cases, 
perhaps smaller municipalities, have 
been turned over the national Gov- 
ernment for adjustment. Thus, more 
and more, the rights the states 

(Continued page 158) 


Factors Determining Value 
Utility Bonds 


BELL 


Assistant Vice-President, Harris Trust and Savings Bank, Chicago 


Earnings, Sources Revenue, Size Issue, Marketability, 
Geographical Location System and the Character and Experi- 
ence Management Are Some the Things Examine. 


WENTY ago railroad 
bonds were easily the most popu- 
lar form investment among 
corporation bonds. Today that 

honor certainly must shared with 
utility bonds. What are some 
the reasons for this change the atti- 
tude the investing public toward pub- 
lic utility bonds? For the purposes 
this discussion shall limit ourselves 
electric, gas and telephone bonds for 
the reason that such issues have con- 
stituted the majority public utility 
financing recent years and probably 
will the years come. 

One the new markets that has been 
opened large way public utility 
bonds through the leading life insur- 
ance companies the country. Prior 
the World War many such companies 
bought public utility bonds 
limited amounts, and number them 
bought bonds this character what- 
ever. Today find practically all 
the leading life insurance companies are 
placing very substantial percentage 
their annual investments high 
grade public utility bonds. 


Recent Change the East 


ASTERN banks, notably 

those New York and Massachu- 
setts, until few years ago were vir- 
tually prohibited law from buying 
public utility bonds for the reason that 
the laws which governed their invest- 
ments made mention whatsoever 
public utility securities. The laws them- 
selves were framed many years ago be- 
fore public utility bonds 
nized safe investments. Within the 
past three four years, the laws 
Massachusetts and New York governing 
the investments savings banks have 
been amended permit the purchase 
public utility bonds meeting certain con- 
servative standards. This has opened 


very large additional market for 
high grade utility bonds not only with 
the banks those states, but also with 
trust funds throughout the country 
whose investments many cases were 


Rising Popularity These Securities Recent Phenomenon. 


Choose Safety 


seldom pays shop for 
bargains utility 
bonds. Obscure issues 
small companies have 
high yield but low market- 
ability. The steady 
crease volume public 
utility financing will con- 
tinue, writes the author, 
and will become more 
and more important for 
bankers have complete 
and up-to-date knowledge 
the industry. Stability 
earnings through periods 
varying activity, says, 
have caused utilities 
called “depression proof.” 


0.0.9 0,9, 9. 6.9.0.0, 0.0.9.0. 


limited the laws governing the in- 
vestments Massachusetts and New 
York savings 


Reason for New Attitude 


laws governing the investments 

life insurance companies Iowa, 
Nebraska and other states have been 
changed within the last few years 
permit the purchase public utility 
bonds meeting certain standards qual- 
ity. only recent years that public 
utility bonds have been bought large 
volume many university and college 
endowment funds. Banks have also be- 
come heavy buyers utility bonds, 
fact, usually find analyzing bond 
accounts well managed banks that 
larger percentage their bond ac- 
count made public utility bonds 
than any other type security. 
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Probably the principal reasons for 
the change attitude toward public 
utility bonds which has developed gradu- 
ally during the last twenty years, but 
more particularly since the World War, 
are the following: 

First, the recognition the great 
stability earnings public utilities 
Earnings the leading com- 
panies, particularly the electric light- 
ing and power business show almost un- 
interrupted increase from year year 
average rate about per 
cent per annum. Such stability earn- 
ings not enjoyed any other type 
corporation. Indeed, the uniformity 
the increase the earnings public 
utility companies from year year has 
been noticeable that public utilities 
have been characterized “depression 
proof.” these days rapidly chang- 
ing conditions greater 
probably been placed sustained earn- 
ing power basis for determining 
value than upon any other factor. 
course, important factor the earn- 
ing record public utilities has been the 
ability the industry steadily reduce 
its production costs, and thereby reduce 
the cost the service the consumer. 
Only recently prominent 
ity company announced further reduc- 
tion the rates its service, and 
the time, was stated, this was the 
ninth reduction the cost its service. 


Commission Control 


second outstanding reason for 

increased popularity public utility 
bonds may found the removal 
the regulation and control 
from local authorities state public 
utility commissions, thus effect taking 
public utilities out local politics. 
practically all the states large 
population the regulation public 
utility rates, service and control 
financing the operating companies 
handled public utility commissions. 
Twenty years more ago the regula- 
tion and control public utilities was 

(Continued page 161) 
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industries, individuals and correspondents 
desiring contact with the great industrial region 
lower Michigan, the financial institutions affili- 
ated the Guardian Detroit Union Group can 
service. They offer the advantages strategic 
location the key cities this area—the varied 
connections the directorates all institutions 
resources exceeding $500,000,000— 
and complete banking, trust and investment 


facilities. These advantages can obtained 
through connection with any .of the leading 
Michigan banks, trust companies and investment 


organizations listed below. 


When writing advertisers mention the American Bankers Association Journal 


CITY NATIONAL BANK TRUST CO. GRAND TRUST COMPANY 
Battle Creek Grand Rapids 


BANK COMMERCE JEFFERSON SAVINGS BANK 
Dearborn Grosse Pointe Park 


BANK DEARBORN BANK HAMTRAMCK 


Dearborn Hamtramck 


UNION STATE BANK HIGHLAND PARK STATE BANK 
Dearborn Highland Park 


HIGHLAND PARK TRUST COMPANY 
Detroit Highland Park 


BANK DETROIT 


GUARDIAN DETROIT BANK THE NATIONAL BANK 


Detroit lonia 


GUARDIAN DETROIT COMPANY ; UNION & PEOPLES NATIONAL BANK 
Detroit Jackson 


KEANE, HIGBIE & COMPANY 7 FIRST NATIONAL BANK & TRUST CO. 
Detroit Kalamazoo 


MICHIGAN INDUSTRIAL BANK CAPITAL NATIONAL BANK 
Detroit Lansing 


NATIONAL BANK COMMERCE CITY NATIONAL BANK TRUST CO. 
Detroit Niles 


UNION GUARDIAN TRUST COMPANY FIRST NATIONAL BANK TRUST CO. 
Detroit Port Huron 


: FEDERAL COMMERCIAL & SAVINGS BANK 
Flint Port Huron 


SECOND NATIONAL BANK TRUST CO. 
Flint Saginaw 


GRAND RAPIDS NATIONAL BANK TRENTON STATE BANK 
Grand Rapids Trenton 
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THAT INSURE SOUND FINANCIAL 
STRUCTURE THE NORTHWEST 


Four hundred and eighty-three million 
dollars! These are the resources the 121 
Banking institutions affiliated the Northwest 
Bancorporation group. 


Local management and direction the 
institutions forming this group backed 
strong central organization, all intensely 
interested assisting the sound development 
agriculture and industry this great empire 
eight states, insure sympathetic yet sound 
banking this area. 


The Northwest Bancorporation has helped 
stabilize business and insures sound financial 
structure throughout this fast growing territory. 


NORTHWEST BANCORPORATION 


MINNEAPOLIS, MINNESOTA 


COMBINED RESOURCES OVER $483,000,000 
BancNorthwest Securities Division 
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What Labor Saving Machinery Has Done Wages 


FRANKLYN HOBBS 


Director Research, Central Trust Company Chicago 


the complaint workers that they 

were being replaced machinery. 
Just fifty years ago this month, Mc- 
Cormick reaper arrived our farm, and 
our three agriculturists, that time 
called “hired men,” refused operate 
the plea that was going take 
away their bread and butter. 

making careful comparison 
the manufacturing production the 
year 1899 with the year 1927, have 
made some mathematical findings which 
are nothing short astounding. the 
year 1927 about per cent the money 
that would have been paid labor 
1899 was paid for the upkeep the 
labor-saving machinery which had been 
introduced during that twenty-eight year 
period. The total wages labor are 
being pulled down the introduction 
cent per year. looks though the 
total wages paid workers might de- 
cline per cent the next 100 years, 
new inventions were made, and 
new frills trimmings were added 
the things now use. 


fifty years have listened 


manufacturing output the 
earlier year was valued $11,000,- 
000,000, and the latter year $63,- 
000,000,000. Labor received per cent 
the value added manufacture 
1899 and per cent the value added 
manufacture 1927. The remain- 
ing per cent, which would about 
seven cents the dollar, apparently 
went for the upkeep the machines. 
The introduction labor-saving ma- 
chinery, and the resultant increase 
efficiency manufacture, has displaced 
men, but has not displaced the total 
amount money paid men. Each 
worker, with the aid machines, now 
produces $3,300 worth labor-product 
for his employer, and gets $1,300 for 
doing it. 1899 each worker, lacking 
the mechanical help which now avail- 
able, could only produce $1,000 worth 
labor-product and was paid only $426 
for doing it. 

Those were the happy days, when the 
average pay all the factory workers 
this country was $426 year. Plenty 
factory girls and boys were getting 
their four and six dollars week those 
days, and plenty men and women 
were getting their seven and nine dollars 
With the exception the seven 
cents which goes maintain the machine, 
mechanical contrivances have not, dur- 
ing this period twenty-eight years, 
displaced single dollar’s worth labor. 

These machines have 
placed two men out every three, 


and left the third man earning much 
money all three earned before. And 
this movement must continue. Unless 
can invent machines which will re- 
lease certain number workers each 
year from their present employment, 
can never enjoy another new thing. Had 
these workers not been released during 
these years through the installation 
labor-saving machines, there would have 
been workers make automobiles, 
radios, airplanes, refrigera- 
tors, any those modern luxuries 
which have now become necessities our 
daily life. 

spite this continual substitution 
mechanical aid for human hands, the 
percentage our population which 
gainfully employed continues increase, 
and the percentage the usually gain- 
fully employed which unable find 
employment continues decrease. 

Seasonal idleness rapidly disappear- 
ing, and the factory lay-off, which was 
formerly two three months for the 
summer, now two three 
weeks for stock-taking and repairs. 

1899 about per cent the total 
population was classed gainfully em- 


ployed, and 1927 over per cent 
the then population was classed gain- 
fully employed. 


introduction labor-saving ma- 

chinery has never displaced workers 
rapidly new inventions and new 
demands have created new jobs for them. 
Our people have been work for 150 
years raising and improving their stand- 
fear that they will not continue along 
the same lines. The future the Amer- 
ican working man brighter than 
ever was before, the future the 
country itself. 

This rushing for the cyclone cellar 
every time pocket wind hits busi- 
ness unworthy the intelligence the 
what make it, and little more study 
conditions they are, and little 
less carping our neighbors, our courts 
and our Government, will help bring 
about smoother voyage for the ships 
commerce and finance and labor, and 
for the ship state which must not 
founder, for, should founder, are 
all back 1776. 


Reserve Board Summarizes Eligibility 


Rules 


Federal Reserve Bulletin re- 

cently published summary 
non-technical terms the rulings 

and regulations the Federal Reserve 


pointed out that the text the sum- 
mary, the interest simplicity, did 
not always coincide with the language 
the rulings themselves, but that this 
way qualified changed the reg- 
ulations officially promulgated. 
publishing this summary the Board 
apparently recognizes lack under- 
standing the rules eligibility 
the part bankers. 

Following are the specific transactions 
giving rise eligible ineligible 
paper according published rulings 
the Federal Reserve Board: 


Eligible Paper 


IVEN owner contractor 
actual payment for material and 
services. 

Given motor transport corporation 
the seller trucks. 

Given farmer for tractor—agri- 
cultural paper the ground that 
tractor used for current agricultural 
purpose. 


Given farmer—proceeds used 
for draining farm lands when drainage 
incidental cultivation. 

Given water works company—the 
proceeds which used for pay 
roll, purchases coal, etc., statement 
borrower shows excess quick assets 
over current liabilities. 

Drawn factor the proceeds used 
for making advances exclusively pro- 
ducers staple agricultural products 
their raw state (maturities 
ninety days). 

Given agricultural cooperative 
marketing associations (with maturities 
nine months), when the proceeds 
are advanced the association 
any its members for agricultural 
purpose. 

Made manufacturer pig iron 
secured pig iron already manufac- 
tured, held waiting delivery under con- 
tract sale. The sale has been made 
and the carrying the material not 
for speculative purposes. 


Ineligible Paper 


NVESTMENT PAPER Made 

owner—proceeds which used 

owner pay for work developing 
(Continued page 156) 
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Washington Mutual Savings Bank 


Installs Eleven National Posting Machines 
Handle 90,000 Accounts 


Installation National Posting Machines the 
Washington Mutual Savings Bank. The machine 
shown the foreground used for new accounts 


The Washington Mutual Savings Bank 
Seattle the largest bank the Pacific 
Coast. has 90,000 savings accounts. 


The recent installation eleven National 
Posting Machines gives this bank complete 
equipment the most modern machines 
for handling savings accounts. 


result every dollar deposited this 
institution will protected the triple 
printed record these machines one 
the depositor’s passbook, one the 
bank’s ledger card and the third the 
journal sheet inside the machine. 


The photograph shows the new installa- 


THE NATIONAL CASH 


tion with ledger cards directly behind the 
windows, signature cards over the ledger 
cards and machines the front counter. 


This arrangement coupled with the speed 
operation the machines gives the de- 
positors Washington Mutual new 
speed service together with protection 
possible with other method. 


The protective features the National 
Posting Machine have made the choice 
leading banks throughout the country 
for savings accounts. Let 
sentative your city explain its advan- 
tages your institution. 


REGISTER COMPANY 


World’s Outstanding Producer Accounting Machines and Cash Registers 
DAYTON, OHIO 
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The Condition Business 


Survey Major Industries Shows That Readjustment Still 


Under Way. 


Midsummer Dullness Not Unusual. 
Increased Confidence Recovery Late Year. 


There 
Outflow 


Gold Not Expected Cause Impairment Banking Situation. 


past month has brought fur- 

ther readjustment the indus- 

tries and the price structure, 

well more optimistic feel- 
ing the business outlook, even 
though there little tangible evidence 
that the expected recovery has yet got 
under way. July and August are nor- 
mally less active months than those 
the spring and autumn, and there- 
fore not surprising that curtailment for 
vacations and inventories should 
somewhat more marked this year than 
usual. Throughout the country there 
appears growing disposition look 
beyond the day-to-day news and make 
plans for the last four months the 
year and the first half 1931. 

This seeming indifference current 
developments may attributed 
number causes. the case the 
corporate earnings for the first half 
year, these are admittedly unfavorable, 
but more than was generally an- 
ticipated, and they will soon history 
anyway. The present part-time sched- 
ules production are little out the 
ordinary for the hot-weather season 
good years and bad. 
the part the public spend money 
freely not necessarily 
economic trend, but may helpful 
one, for they are paying off old debts 
and accumulating savings. The concur- 
rent lowering the commodity price 
level and the working down excess 
merchandise stocks creating strong 
statistical position host indus- 
tries. Living for the day alone naturally 
results freer spending and more activa 
business, but giving thought the 
morrow usually pays the long run. 


Two Strong Elements 


PPARENTLY great deal the 
doubt and uncertainty that has been 
expressed this year has been caused 
the business and investing public having 
overlooked—or practically forgotten— 
two the strongest elements business 
today. One these the liquidity 
the American banking system, whose 
central banks still hold more than $2,- 
000,000,000 gold and have made 
net gain $200,000,000 the first 
seven months the current year despite 
heavy gold exports recently, and whose 
member banks are owing less the re- 


serve banks than any time since 1917, 
and experiencing piling deposits 
that has driven commercial paper down 
per cent, bankers’ accep- 
tances 7/8 per cent, and turned 
huge flow funds into the investment 
market that has raised United States 
bonds still further above par and ab- 
sorbed $750,000,000 fixed-term issues 
advancing quotations. 


second element the strong finan- 
cial position American business cor- 
porations, not only the gigantic consoli- 
dations such make profits $10,000,- 
000 year and upward (of which there 
were less than 177 1929), but sev- 
eral thousand smaller but yet sizeable 
companies engaged all the various in- 
dustries and scattered every section 
the country. Anyone who will care- 
fully examine the comparative state- 
that are being widely published 
the daily press and financial jour- 
nals cannot fail impressed with 
the manner which these companies, 
with rare exceptions, have during recent 
years built their surplus accounts, 
increased their capital stocks, written 
down property valuations and liquidated 
indebtedness. 

The Standard Statistics Company has 
just published its annual tabulation 
industrial corporation reports, covering 
547 industrial corporations havine total 
assets more than $37,000,000,000 and 
fairly representative business 
whole, for must kept mind that 
many lines business relatively 
few concerns handle substantial share 
the total volume. Their figures cov- 
ering the composite balance sheet are 
given below, and have also inserted 
the percentages which each item repre- 
sents total assets, facilitate 
comparison the distribution 
assets, liabilities and net worth elim- 
inating the factor growth size 
the totals. 


Composite Balance Sheet 547 Leading 
American Corporations 
Fiscal Years 1928 and 1929 
(In Millions of Dollars) 
——1928—_, 


Actual Cent Actual Cent 
11.0 $4,266 


Assets 
Cash and equivalent $4,088 
Receivables 9.2 3,118 
Inventories 6,672 17.9 6,005 

Current assets... $14,210 38.1 $13,389 
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38.7 


1929, -——1928-_, 
Prop. accts., | 

depreciation .. 48.3 $16,832 
Investments 8.3 2,593 
Intangibles 1,149 
Other fixed 609 
Total assets $37,339 $34,572 

Liabilities 
Current liabilities. . 
Other liabilities. ... 

Funded debt 


$3,152 $2,878 
680 598 
4,116 


$7,592 
4,219 


22,089 
672 


Total liabilities... 
Preferred stock 
Common stock and 

surplus 
Capital reserves.... 


$7,651 


Net worth $29,688 $26,980 


will seen that American industry 
entered the present business depression 
unusually strong financial posi- 
tion, with per cent its total assets 
the form cash, receivables and in- 
ventory, which cash and its equiv- 
alent made per cent; against this 
there was only per cent current 
liabilities and per cent funded 
debt; while capital stock, surplus and 
reserves made less than per 
cent. 


The Most Promising Lines 


observing the field business 

the present time there are few lines 
that stand out above the general level, 
either because current activity 
prospects for the near future. One 
these shipbuilding, which has been 
kept high level the larger yards 
the United States result Gov- 
ernment assistance the financing 
new construction. calculated that 
projects under way already con- 
tracted for will keep the industry busy 
well into next year and furnish out- 
let for score other industries, in- 
asmuch modern ocean liner requires 
least great diversity materials 
skyscraper hotel. 

Electrical equipment manufacturers 
have been affected much less seriously 
the present slump than has business 
generally. Extension electric light and 
power and telephone service goes ahead 
according budgets prepared for five 
intermediate fluctuations business. 
The New York Telephone Company has 
installed more new telephones far 
this year than the corresponding pe- 
riod 1929. Many factories are using 
the present period install electrical 


12.2 
64.0 
792 2.1 1.9 
9.0 
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equipment that will reduce their costs 
when business picks up. 

Motion picture theaters present 
would give stranger America little 
clue that the country was -not the 
height prosperity. The talking equip- 
ment that being rapidly perfected 
means that all the well-known plays and 
stories that have been filmed the last 
twenty years can gone over again 
make sound pictures. Installation 
refrigeration systems theaters has 
helped increase attendance and make 
them the cool spots summer. 

Tobacco manufacturers are continuing 
their long established record gains 
the sale cigarettes, and whether 
not the reason found their 
tremendous advertising appropriations, 
the greater number women 
smokers, the greater nervousness 
idleness people times poor 
business, the tobacco industry appears 
demonstrating successfully its 
claim 
judged the published statistics and 
the estimated earnings the leaders. 
Cigars, smoking tobacco and snuff, 
the other hand, are barely holding their 
own. Cheap cigars are doing relatively 
better than the high-priced, and some 
the manufacturers have found bet- 
ter demand for cigars without any band 
which they may identified. 

Falling commodity prices are not 
particularly unfavorable element for the 
chain store organizations, for their cen- 
methods enable them take advantage 
price declines quickly they oc- 
cur the primary markets and pass 
them the customer, thus giving 
them powerful sales appeal against 
the independent retailer, who, rule, 
carries more diversified stock and has 
slower turnover, and must wait for 
the wholesaler from whom buys 
first reduce prices. 

Public utility companies have not lost 
many customers, even though the in- 
dividual users may economize elec- 
tricity, gas, telephone calls, etc., and 
industrial consumers are numerous 
instances operating part time. Gross 
earnings the leading public utility 
systems are still running ahead the 
same months year ago, and net income 
also slightly ahead. Meanwhile the 
programs for wider consolidation 
operating and distributing companies 
are being carried forward, and many 
mergers that year ago seemed impos- 
sible because the exorbitant prices 
which their stocks were bid now 
seem practicable and require 
only moderate financial arrangements. 


Good Outlook 


GRICULTURAL machinery manu- 
facturers enjoyed rapid expan- 
sion volume and earnings for several 


years, and while the trend was turned 
downward this year the results for 1930 
will fairly good. Low prices for 
farm products naturally have retarding 
influence the purchase implements 
and the large yields that were forecast 
for this season, combined with heavy 
carryovers and the difficulty knowing 
what will the future policies the 
Federal Farm Board, have made the out- 
look less satisfactory. Export demand 
for farm machinery continues quite 
active. 


Although building construction has 
not yet returned normal, im- 
portant note that the decline com- 
pared with 1929 and previous years has 
been mainly residential building, since 
public works and utility projects have 
been going ahead impressive fashion. 
This means that certain classes build- 
ing materials will still demand, 
and cement one the chief materials 
required for utility structures, power 
sites, road building, bridges, etc. Adop- 
tion tariff imported cement 
should aid the domestic producers dur- 
ing the next few months. 

Industrial chemicals have suffered 
sharp falling off demand due the 
recession industry and some the 
specialized branches the industry such 
alcohol, explosives, paints and var- 
nishes and dyestuffs have been likewise 
affected. the same time must not 
forgotten that there has for several 
years been tendency for industry 
every branch broaden its use ap- 
plied chemistry, and there little doubt 
but that, during the next ten twenty 
years, some the most promising lines 
business will the technical and 
scientific lines, such chemicals, elec- 
trical apparatus and machinery. 

The general recession has temporarily 
caused extreme dullness the machinery 
and tool trade, but the industry largely 
the hands strong companies and 
the profits good years are expected 
offset some extent quiet pe- 
riods. Many types American machines 
have established themselves supreme 
foreign markets. Russian buying has 
been particularly heavy, but this may 
possibly affected the controversy 
regarding Soviet imports now going on. 

Oil consumption the midst its 
big season and the record-breaking and 
excessive stocks gasoline accumulated 
earlier the year are being drawn down 
the rate 1,000,000 2,000,000 
barrels weekly. With assured annual 
increase per cent annually 
consumption, the oil industry would 
have gotten back into balance several 
years ago were not for the continued 
bringing new crude production and 
the expansion refinery capacity. Both 
these handicaps now give promise 
being put check and the outlook 
far from hopeless. 
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Railroad earnings should better 
the latter half this year than the 
first, for the reason that, despite sub- 
stantial decline traffic and gross rey- 
enues, the level expenses for main- 
tenance way, maintenance equip- 
ment and transportation expense, was 
held close that year ago, 
causing sharp slump net operating 
income. During the last three months, 
however, expenses have been cut dras- 
tically, and the figures from now 
should make more favorable com- 
parison with those 1929, which, 
must remembered, include the settle- 
ments from the Government 
pay for carrying the mails. 


Fair Prospects 


ANUFACTURERS automobiles 

and trucks, also parts and acces- 
sories, have had hard time during the 
first half this year, but their 
policy holding down production they 
have enabled distributors and branches 
effect substantial reduction stocks 
new and used cars hand. There 
has been corresponding reduction 
the use automobiles, one may judge 
the figures gasoline consumption 
and the growing congestion the high- 
ways, which means that many people 
are wearing out their old cars instead 
buying new models. This course 
cannot forever. 

Steel mill operation should continue 
fairly good for the remainder the 
year, and the directors the United 
States Steel Corporation their meet- 
ing July issued earnings re- 
port for the half year that was better 
than had been generally expected, and 
expressed confidence improvement 
operations the fourth quarter. 
Automobile demand still slack, but 
orders for structural 
steel are good and the expansion gas 
and oil pipe lines well maintained. 
Railway buying equipment has passed 
its seasonal peak but many the con- 
tracts placed months ago for locomotives 
cars have not yet been completed. 

Department store trade may classed 
fair, even though not the 
record the chain stores, and the same 
Sears, Roebuck Co. and Montgomery 
Ward Co. have isued new catalogues 
showing drastic reductions 
some commodities having been marked 
down pre-war levels, although the re- 
duction the average all goods was 
the neighborhood ten per cent. 

Leather tanners have been doing 
better this year than 1929, principally 
because they have not suffered the wide- 
open break hide prices that year 
ago resulted deficits for nearly every 
tannery, and the shoe business has been 
going along better volume than last 
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THERE QUESTION 
ABOUT THE VALUE THE 


DOLLARS YOU LOAN 


WHAT ABOUT THE 
VALUE THE 


COLLATERAL YOU ACCEPT 


the request bankers, have 
designed Service especially assist 
you safeguard your collateral loans. 


gladly furnished 


STANDARD COMPANY, INc. 
200 Varick Street, New York, 
Please send information about LOAN VALUES. 
State 
When writing advertisers please mention the American Bankers Association Journal 
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AMERICAN 


More than 500,000 
stockholders 


More than half million people 
own American Telephone and Tele- 
graph Company stock army 
stockholders larger than that any 
other company the world. 

The average holding shares, 
and single holder owns much 
one per cent the total shares out- 
standing. Stockholders are located 
every state the United States and 
many foreign countries. 

The relationship the telephone 


business its owners perhaps the 
most intimate that any large cor- 


poration. Virtually all these stock- 


holders are users 
Twenty per cent them are Bell 
System employees. 


The 


definitely committed policy 


giving the best possible service the 
lowest possible cost consistent with 
financial safety. 

May send you copy our 


booklet, Financial 


BELL TELEPHONE 
SECURITIES CO. 
195 Broadway, New York City 


Object Lesson 


Trust Management 
(Continued from page 86) 


interest note the decision the 
Surrogate’s Court New York County 
Estate William Hall Walker (June 
27, 1930), which has come the atten- 
tion the writer, since the preparation 
the above article. that case the 
trustees were upheld their sale 
large block Eastman Kodak Company 
stock $662.50 per share, although later 
could have sold for $883 per 
share. The trustees had discretionary 
power under the will and the sale was 
actually handsome profit, they 
ing received the stock from the executors 
$520 per share. The following lan- 
guage from the court’s opinion perti- 
nent: 


“They (the trustees) had ample authority 
under the will to make any decision which 
their judgment was best for the preserva- 
tion the corpus the estate. The trustees 
had before them the one side the knowl- 
edge of the restrictions to so-called legal 
investments, controlling the action of trustees 
lacking testamentary freedom of discretion 
and on the other side authority to continue 
the investments in said stock; and even with 
this authority and discretion they were al- 
ways danger being surcharged for 
losses sustained (See the learned opinion 
Surrogate Slater the matter Frederick 
Clark, New York Law Journal, June 25, 
1930). The trustees stood between these two 
extremes. Should they be penalized for hav- 
ing resisted the temptation embodied in the 
power given by the will to seek the greatest 
possible profits by retaining the stock for 
later disposal? They knew from their ex- 
perience that the biggest losses on stocks 
occurred from overstaying the market and 
that it is better to sell out too soon than too 
late. Their action was well within the pro- 
visions of paragraph eight of the will. * * * 
Their action was cautious, prudent, vigilant 
and in good faith and by that action they 
preserved for the estate the huge profits that 
had already been garnered through their pa- 
tience, their watchfulness and their sagacity.” 


Progress Toward the Goal 
Fair Taxation 
(Continued from page 98) 


capital subjected per cent an- 
nual taxes, sometimes more, there was 
every incentive hold the capital down. 
After the banks were established, heavy 
taxation discouraged the accumulation 
surplus, because seemed wise 
young bank officers pay out most 
their profits dividends instead 
building surplus taxed. 
When credit 1919 and 1920 became 
strained that merchants had sell 
their goods and farmers their grain and 
livestock far less than cost, every 
bank had losses. does not take much 
loss impair dangerously the po- 
sition bank capitalized $10,000 
$25,000, the cities, $200,000. 
and one bank, two banks, thousand 
banks, were caught with all their capi- 
tal and surplus gone, and had put 
signs their doors that the banks were 
the hands the state banking de- 
partment the comptroller the 


currency. 
course, nobody can ever tell how 


ab 
‘4 


August, 1930 


many these 5640 failures would have 
been avoided bank shares had been 
taxed some other plan. The states 
had taxation penalized bankers for 
providing adequate capital, and again 
for Practical 
bankers are convinced that the system 
taxing banks capital and surplus 
full book value and general prop- 
erty rate has been contributing cause, 
and sometimes the chief cause, many 
these failures. 

There official confirmation the 
fact that this kind taxation bank 
shares curtails bank capital 
plus. Appearing before committee 
the Wisconsin Legislature 1927, Bank 
Commissioner Schwenker that state 
said “There are some banks Wiscon- 
capital stock for the benefit the de- 
positors, and the moment they raise the 
capital stock that bank their 
taxes may doubled. other words, 
order make their depositors more 
safe they practically have give their 
profits entirely.” Schram, 
Superintendent Banks the State 
Oregon, informed May this 
year that the valorem tax banks, 
until recently effective Oregon, had 
been detrimental the capital and sur- 
plus the banks and had lessened the 
protection the depositing public. 
Banks were actually penalized, said, 
their capital structure was increased 
and their surplus built up. proposed 
legislative measure making surplus in- 
creases mandatory was killed com- 
mittee, while the old law was force, 
because the valorem tax penalty 
bank surplus. similar bill passed 
the Michigan Legislature about two 
years ago was vetoed the governor 
because the disastrous 
would make the valorem taxes 
the banks. And even Minnesota, the 
bank commissioner, Veigel, recom- 
mended Governor Christianson that 
bank taxes related their income. 


Cost Basis For Trust Fees 


(Continued from page 101) 
necessary that the trust companies 
each state should immediately proceed 
with comprehensive study this sub- 
ject and adopt schedule that would 
particularly applicable themselves. 

Trust companies may compete with 
each other the ability their trust 
officers, the age and integrity their 
institutions, the wisdom and ability 
their board directors, the efficiency and 
care with which their departments have 
been organized and the solidity their 
vaults. They may compete all 
these things, but they should never com- 
pete fees. That would deplorable 


and would breed the very destruction 
our business. 


A.D.T. Phonetalarm 
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Constantly insures the 


safety your vault! 


can always set your 

mind ease your vault 
protected A.D.T. Phonet- 
alarm. provides positive pro- 
tection, immediately detecting 
any hammering, drilling 
other noises the surface 
within the vault. 


The sensitive sound detectors, 
installed the ceiling the 
vault, pick the sounds in- 
stantly and cause alarm 
transmitted the A.D.T. Vault 
Alarm. 


approved Grade “A” sys 
tem the Underwriters. Fur- 
nished for local operation for 
operation through A.D.T. Cen- 
tral Stations all principal 
cities. 


Old vaults new— Phonet- 
alarm equally suitable. Write 
for details. 


Controlled Companies 


American District Telegraph Co. 
155 Sixth Ave., New York, 


SERVICES 


This shows how the sen- 
sitive sound detector 
installed the ceiling 
the vault. 


A.D.T. Vault Alarm 
Housing, designed to har- 
monize with any archi- 
tectural scheme. 
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Secondary 


Reserve 


Interior banks are constantly con- 
fronted with the problem select- 
ing sound investments suitable for 
secondary reserve. 


THE PHILADELPHIA 
NATIONAL COMPANY 


the affiliated investment company 
this Bank, withits 
and fully equipped Statistical De- 
partment, prepared advise 
your investment problems. 


list investment recommenda- 
tions issued currentlyand avail- 
able upon request. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


PHILADELPHIA’S LARGEST BANK 


$50,000,000 


Navies, Taxes and Inter. 


national Peace Insurance 
(Continued from page 95) 


prospective burden upon all nations and 
its effect upon their commerce, industry 
and finances can understood, 

Looking the matter large way 
the economic effect the immediate 
ductions the construction holiday 
agreed upon considerable. The twenty- 
six battleships which were con- 
structed but which under the new 
ment will not constructed least: 
until after 1936 would cost between 
$800,000,000 and $900,000,000 capital 
outlay aside from the increased cost 
upkeep. That much direct saving 
the basis agreements which were 
already force and binding upon the 
United States, Great Britain and Japan. 
The cruiser construction contemplated 
the proposed Geneva agreement but 
avoided the London agreement would 
have involved the expenditure from 
$1,500,000,000 $1,650,000,000 more. 
That much theoretical but none the 
less real saving the three nations. 
Altogether estimated President 
Hoover that the three nations concerned 
the principal London agreement will 
effect total saving $2,500,000,000 
result the conference. That much 
actual capital saved the three nations, 
least until after 1936. 


Perhaps the more important feature 
the agreement lies the fact that 
one step the progressive reduction 
armaments which the Washington 
conference treaties was the first. An- 
other similar step prospect 1936 
when the next international conference 
for naval limitation expected 
held. The immediate financial result 
the United States great enough 
least prevent increase income 
taxes the next five years for naval 
account which otherwise would probably 
necessary. The ultimate result will 
progressive reduction taxes the 
future far national armament and 
defense are concerned. 
otherwise would into unnecessary 
capital outlay are saved trade and in- 
dustry while thousands men, other- 
wise engaged the unproductive 
art making war, are saved the pro- 
ductive enterprises the nation. 


The saving may not great was 
hoped for but something worth 
while and will doubtless lead more. 
Above all other results money worth 
the London conference has brought about 
increased mutual trust and confidence 
among the parties the agreement. 
has removed much the fear, suspicion, 
and ill will which increasing armaments 
have engendered. Such result 
species national peace assurance. 
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Three Essentials Account 
Analysis 


EDw. WAYNE 
People’s State Bank South Carolina, Columbia, 


first essential any system 
analysis that must fair 
the customer, the bank, and com- 
petitors. bank not trying gouge 
customer when asks him bear the 
cost handling his business, but when 
charge, however good may seem the 


For 


The three absolutely essential things 
about any system analyzing accounts 
are fairness, simplicity and salesmanship, 
that is, selling the idea the customer, 
face face possible. 

far possible, use averages 
always. This, course, does not apply 
certain accounts which abso- 

lutely accurate analysis 
needed. But for the usual 
run accounts this sim- 


apply and fair everybody. 
When teller lists custom- 
er’s deposit, have him assort 


the checks into three batches, 


mail, checks other local 
banks and checks 


bank. Let the teller write the 


total the local items 
the column headed “local,” 


Less OUTSTANDING the total the mail the 
Net BAL. 


Costs 


EARNINGS 


the number items depos- 
ited, eliminating items the 


profit account, such effort will not pay 
the long run. the other hand, when 
charge made that not sufficient 
cover the cost handling, bank not 
fair its stockholders the customer 
who maintaining adequate balance. 

The second essential that system 
must simple. must simple enough 
that the cost analyzing will not eat 
the income. Also must simple 
enough for customer understand 
thoroughly. the customer does not un- 
derstand why charge made for han- 
dling his business after has been car- 
for years without charge, will 
take his business elsewhere and, through 
analyzing accounts are not trying 
run business away from the banks but 
merely make profitable. 


third essential that the cus- 

tomer must taken completely into 
bank’s confidence and “sold” the 
idea. not make the mistake charg- 
ing customer’s account and then writing 
him letter telling him about and say- 
ing “We are enclosing summary our 
analysis your account from which you 
will see the reason for the charge.” 
will not see the reason for the charge and 
the bank has lost his good will, not the 
account. Again, bank tries con- 
ceal anything from the customer when 
explaining the matter him, will de- 
tect and his confidence will lost. 


next. 


IND the average time required 
all mail items. this four 
days, five days, whatever is, multiply 
the total the mail column this fig- 
ure, add the total local items, divide 
the number days the month, and the 
result the “average outstanding.” Have 
the bookkeeper put the customer’s ledger 
balance, even hundreds, each day the 
column headed “credit balance.” Divide 
the total this column thirty se- 
cure the average balance. will 
found far more convenient assume that 
all months have thirty days and divide 
accordingly, the inaccuracy the anal- 
ysis will adjust itself the course 
year. 

Deduct the “average outstanding” from 
the “average balance” secure the “net 
cash balance,’ and from this deduct 
your reserve obtain your “net loanable 
balance.” Figure this “net loanable bal- 
ance” whatever rate has been de- 
cided money worth, usually somewhere 
between and per cent, and the result 
shows the earnings the account. 
writing cash letters correspondent 
separate the par items from the cost 
items, using two letters preferable. 
From this cost letter any assistant 
twenty thirty minutes each day can 
put down each analysis sheet the total 
cost items deposited each customer 
the column headed “cost items.” 


everywhere 
and appreciate the added 
the Hercules Certifier 
distinctive impres- 


every check that bears 


sion builds good will bank 
that issued it. 


The Hercules Certifier the only 
machine that prints the amount, 
the date, the serial number, the 
entire certification record, 
both the front and back the 
colors indelible ink clear 
through the fibre the check 
both sides simultaneously. 


There other machine that 
offers such security from 
better means which 
prove your eagerness render 
extra service your depositors. 


Ask for demonstration. will 
not obligate you any way. 
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STATEMENT CONDITION 
CLOSE BUSINESS JUNE 30, 1930 


RESOURCES 


420,000.00 


382,450.00 


1,787,825.25 
916,449.16 


Customers’ Liability under Letters Credit and Ac- 


ceptances 


Redemption Fund with Treasurer 


5,065,472.54 
37,500.00 


CASH and EXCHANGE 


GOVT. BONDS and 


TREASURY 


COUNTY, MUNICIPAL and 


OTHER 


TOTAL 


LIABILITIES 


Capital Stock 
Surplus 

Undivided Profits 
Dividend Payable July 1930 


Reserved for Taxes, Interest, 
Discount Collected—Unearned 


Circulation 


$5,000,000.00 
9,000,000.00 
1,977,643.99 
250,000.00 
309,254.48 
147,534.23 
750,000.00 


5,703,930.58 
214,212.48 
109,675,519.34 


$133,028,095.10 


Resources the Citizens National Company, owned the stockholders 
the Citizens National and Savings Bank, not included above statement 


CITIZENS BANK 
TRUST SAVINGS 
LOS ANGELES 
conveniently located banking offices throughout Los Angeles 


Total this column and multiply the 
average exchange cost and indicates 
the exchange cost the account. Have 
the bookkeeper put down the number 
checks charged the customer’s account 
and the number deposits, for deposit 
transaction the same any other 
item, the bottom the column 
which the teller has put the number 
items deposited. These two totals to- 
gether will give the number items 
handled for that account. Multiply this 
the per item cost (we believe the aver- 
age commercial accounts between 
two and three cents) and there shown 
the overhead cost the account. Add 


this the exchange cost and any other 
special expense which the customer’s 
business may have caused and that the 
total cost the account. 


this exceeds the earnings the ac- 
count, watch for “Jim Jones” the next 
time the bank, call him over 


desk and lay the whole matter before 


him. one succeeds the idea 
customer one increases his respect 
for the bank and, incidentally, some 
money has been put into the bank’s 
pocket. will not see the bank’s point 
view, firm, not let the customer 
dictate the terms, and the account 


lost why, what has been lost? If, 
ever, the earnings account exceed 
the cost, course, there need 
calling customer’s attention it, for 
that matters should be. 

With special reference chain store 
accounts the detail analysis 
ferent from any other account. There 
reason why bank should not make 
fair profit any account, whether 
that local firm that branch. 
The only difference the matter 
salesmanship. The local manager usually 
has very little with the 
affairs the firm. The plan, therefore, 
must sell the local manager com- 
pletely the fairness the claim that 
becomes special pleader the com- 
pany. Working with him, bank can 
obtain fair dealing. 


many years our bank had handled 

the account certain national or- 
ganization with head offices Chicago, 
one time the account was one the 
best the bank. But the company 
changed hands, new treasurer was 
elected, former banker, policy con- 
centrating balances was adopted and the 
account with our bank became unsatis- 
factory. wrote the treasurer Chi- 
cago, who replied that the matter had 
been referred their accounting depart- 
ment. waited thirty days and wrote 
again and received the same reply. After 
another thirty days, charged the ac- 
count with the loss for the sixty days and 
sent copy the analysis the head 
office. lost the account. even left 
the town. 

Several years after this was passing 
the office this concern one day and 
dropped for friendly chat with the 
manager, who still maintained his petty 
cash account with us. While there the 
Western Union delivered several tele- 
grams advising friend the return 
some checks deposited the company 
the bank who took the account from 
us. asked him his present arrange- 
ment was satisfactory and found was 
not far the local office was con- 
cerned. then outlined him the plan 
under which had offered handle the 
company’s business several years before. 
have the account now the same 
basis the company refused two years be- 
fore. 


Common Sense Approach 


Insurance Trusts 
(Continued from page 111) 
fund approaches, because the insur- 
ance trust makes excellent approach. 
Under insurance trust can pro- 
vide for all the things, certain and con- 
tingent, that may happen the depend- 
ents the insured, and can provide 
for them that the funds available 
therefor are used only case the oc- 


. 
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August, 
casion actually arises. Furthermore 
can provide for these things done 
kindly and experienced group 
men living the same community with 
the dependents. 

This approach naturally going 
appeal many cases where other ap- 
proaches will not. wonder why in- 
surance agents not use it. The answer 
this mystery that the approaches 
they use are prepared and provided 
for them their companies booklets, 
pamphlets, circulars, speeches and dis- 
cussions their sales meetings, they 
learn them without any great 
amount effort. When realize this, 
enable the life insurance trust approach 
compete the underwriters’ minds 
with the many approaches furnished 
them their companies. must 
whole-heartedly sell the insurance trust 
approach the underwriter. must 
this booklets, pamphlets, circulars, 
speeches, and discussions their meet- 
ings, simplified and prepared for them 
just the other approaches are. 


Personal Contact 


sitting down with the life under- 
writers one time and helping each 
one work out the advantages and the na- 
ture the life insurance trust for his 
own use. Furthermore must furnish 
each one with “demonstrator,” that is, 
specimen life insurance trust. Not 
two weeks ago, one the more active 
and wide-awake general agents our 
community came and requested 
not one but four different specimen in- 
surance trusts. wants these for esti- 
mated estates $25,000, $50,000 and 
these specimens must 
not too technical. life insurance 
trust thing that sold people 
who are accustomed comfort, people 
who have some wealth the world’s 
goods. 


must sell them the insurance trust 
the argument performance and 
riding qualities and not detailed, blue- 
printed engineering charts. Although 
our finest automobiles are built with the 
finest engineering skill, their engineering 
less sales argument for them than 
engineering the cheaper grades 
sales argument for them. Leave the 
technical legal details out. Let the speci- 
men trusts show what the layman can 
understand simple language. Leave 
the technical language for his attorney. 
When these specimens are put 
underwriter’s hands opportunity should 
given him, wishes try his 
Sales talk the trust officer. The trust 
officer should offer suggestions and help- 
ful criticisms. 

The trust officer should sell the in- 


business. 


nearest office. 


DALLAS 
ATLANTA DAVENPORT 
BALTIMORE DAYTON 
BIRMINGHAM DENVER 
BOSTON DETROIT 
BUFFALO ERIE 

CANTON FORT WAYNE 
CHICAGO FORT WORTH 
CINCINNATI GRAND RAPIDS 
CLEVELAND HARTFORD 
COLUMBUS HUNTINGTON, 
W.VA. 


AKRON 


MEMPHIS 
MIAMI 


What Does and How 


This booklet sets forth— 


The reasons for budget 


How each part should 
prepared. 


The principles its effec- 
tive operation. 


Particular attention directed the book- 
let this time, because the peculiar 
importance the budget the control 
finances and improvement organization. 
The present edition second printing, re- 
vised and enlarged, the original issued 
Ernst Ernst 1925. has forty pages 
with six exhibits. Mailed request 


ERNST ERNST 


ACCOUNTANTS AUDITORS 
SYSTEM SERVICE 


HOUSTON 
INDIANAPOLIS 
JACKSON, MISS. PHILADELPHIA 
KALAMAZOO 
KANSAS CITY 
LOS ANGELES 
LOUISVILLE 


MILWAUKEE 
MINNEAPOLIS 
NEW ORLEANS 
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NEW YORK 
OMAHA 


SAN FRANCISCO 
SEATTLE 

TAMPA 

TOLEDO 

TULSA 

waco 
WASHINGTON 
WHEELING 
WILMINGTON, DEL. 
WINSTON-SALEM 
YOUNGSTOWN 


PITTSBURGH 
PORTLAND, ME. 
PROVIDENCE 
READING 
RICHMOND 
ROCHESTER 
ST. LOUIS 

ST. PAUL 

SAN ANTONIO 


surance trust approach the “common 
sense” approach. “common sense” 
because looks the insurance its 
true light, money the bank when 
the insured dies, and then, with corres- 
ponding testamentary trust under will, 
forms one comprehensive plan use all 
one complete estate meet one set 
circumstances for one group de- 
pendents. 

Finally, however, the best way 
enlist the underwriter’s aid sell 
trust service just two people: the 
trust officer one those persons and 
the insurance underwriter himself the 


other. has been our very clear ex- 
perience that the underwriters who bring 
most new trust business are the under- 
writers who have insurance trusts them- 
selves. 

But more important far, and, 
fundamentally, almost requisite the 
success our new insurance trust busi- 
ness our own use our own services. 
are not taking advantage our 
own trust services, least the point 
naming our bank executor under 
our will, not believe the thing 
sell enough use ourself, must 
not expect sell others. 


™ 
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BANKERS 


Who Contemplate Building 
Remodelling— 


HOGGSON BROTHERS 
offer 
The Right Start 


Guaranteed Final Cost, 
based careful survey 
the Bank’s requirements and 
specific plans meet them. 


Guaranteed Quality 
ThroughUndivided Respon- 
sibility. Design, Construc- 
tion, Materials and Total 
Cost Covered and Guaran- 
teed Single Contract. 


Economy 
Through Experienced Man- 
agement. 
Through Savings Time: 
Template Plan, Prog- 
ress Charts and Perma- 
nent Field Organization. 
Through Savings Cost 
Materials: Knowledge 
Sources and Quantity 
Purchases. 


Specialized Experience 


Constructing 
years. 


satisfactorily completed banks 
and enthusiastic owners 
the best proof our ability 
serve you. 


Send for Portfolio of Photographs and Plans. 


icago 
Best Bank Buildings 
the Least Cost 


The Oak Park Trust and 
Savings Bank 


Oak Park, Chicago, III. 
Designed, and Equipped 
HOGGSON 
BROTHERS 


Pittsburgh 
Charlotte, 


28,300 New Accounts Cents Each 


(Continued from page 108) 


Nobody should sell faulty product. 
Employees must sold the idea 
that their bank good bank, 
fact, the best bank town, before they 
can sell that bank somebody else. All 
these things enter into the success the 
Go-Getters plan. Last year each one 


eight Go-Getters secured more than 100 
new accounts; each one eighteen Go- 
Getters secured new accounts aggre- 
gating more than $20,000 new deposits. 

The janitor our building genial 
speaks broken English and 


Italian. 


wears overalls. But when comes 
getting new accounts for the bank, there 
are few persons the organization who 
can beat him. has been the top 
the list number years. All told, 
presume has been responsible for over 
thousand new accounts. 

our information desk the main 
floor the bank there sits very courte- 
ous, pleasant woman, who spends her 
time answering questions. She always 
high the list Go-Getters. 
asked her how she did it. She said she 


has set rule for getting accounts, but 
simply sells the bank all the time. 

our foreign department there 
girl who works secretary. the 
street, one would probably classify 
modern young woman.” She has 
chance come contact with the 
public during banking hours, and yoy 
would naturally suppose that outside 
banking hours she would 
entirely dances, movies and parties, 
like many the younger girls today. 
Yet for the last two years she has gotten 
more new accounts for the bank than any 
other member the foreign 
one the newer branches the girl who 
secretary the branch manager 
ceeds rolling high score the 
Go-Getters every year. She says she does 
doing personal favors for the folks 
who move into the neighborhood. 


Latent Ability 


one were line whole force 

employees, and try pick out ad- 
vance which would prove Go-Getters, 
would impossible make correct 
guess. First-class Go-Getters will bob 
the most unexpected places—among 
the pages, the girls the transit de- 
partment, the tellers’ cages, the 
individual books. There lying latent 
every force bank employees great 
amount sales ability which this Go- 
Getters plan will put work, 
through. And this day intensive 
competition between banks, salesmanship 
among employees counts, while the good 
will asset the organization indis- 
pensable. 

The actual new 
through the Go-Getters plan mean 
great deal the bank, course, but they 
are only part, and think the less im- 
portant part, the picture. The greatest 
benefit received the bank from the Go- 
Getters plan the instilling the sales 
idea into the minds all employees. 
matter whether they are high the 
honor roll not, they cannot help but 
absorb some extent least the thought 
that selling the bank really part 
their job. 

And that the idea toward which 
are working. want get every one 
our boys and girls reach the point 
where, like the girl our information 
desk, they will “sell the bank all the 
time.” that can accomplished, then 
will have developed good will asset 
very great value. 


Salt-Water Banking 


The Department Commerce reports 
that the Sumitomo Bank Japan opened 
sea-going branches aboard the sister 
ships Chichibu-maru and Tatsuta-maru. 
The first branch aboard ship for the 
convenience passengers was inaugu- 
rated the Asama-maru. 
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Large Scale Wheat 


Farming Kansas 
(Continued from page 93) 

from $12 per acre. Without ques- 
tion there still considerable wheat pro- 
duced within this range. Power equip- 
ment has brought the cost production 
acre. Large areas wheat land pro- 
duced crops this year average cost 
per acre. Costs increase with the 
age equipment despite generous al- 
lowance for depreciation. Time lost 
keeping older equipment repair and 
the slowing down tractor power the 
motor grows older tend reduce the 
acre coverage and thereby increase the 
cost per acre. 

When yields are good average cost 
per acre will permit some 
money being made with wheat sixty 
cents per bushel (the price wheat 
this point the time this article be- 
ing written), but the average yield 
the county for number years 
(thirteen bushels per acre) used the 
the income would not 
large for the average-sized farming unit. 
will readily recognized that 
would require considerable 
make such enterprise profitable. 

Yields vary much costs 
production. One farmer will average 


‘twenty bushels per acre while his neigh- 


bors the same kind land are aver- 
aging thirteen bushels. The willingness 
and the ability apply better methods 
production wheat will determin- 
ing factors the personnel remaining 
the wheat farms Kansas. The 
time has already arrived when the in- 
efficient and uninformed must seek else- 
where for livelihood. Wheat farming 
has become business. The margins 
profit are not large and success depends 
more and more upon greater volume. 
The wheat grower must reduce the cost 
producing wheat pass out the 
picture. 


Corporation Farming the 
Increase 

ORPORATION farming the 
United States has had checkered 
Numerous organizations pro- 
moted primarily farm for profit have 
attempted farm large areas with 
power equipment. Several these early 
organizations succeeded for while, and 
then ceased operations. Some were 
doomed failure from the start. 
very reasonable believe that much 
the cause for failure can placed 
the door inefficient equipment. Then, 
too, knowledge farming was 
not far advanced today. Poor 
farming can longer justified either 
the individual farmer cor- 
Success rests primarily upon 
efficient management. 


National City brings you 
complete financial service— 


world-wide scope. 
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your customer has 


difficult investment 


problem... supplement 


your judgment with 


National City counsel. 


The National City Company 


National City Bank Building, New York 


BONDS SHORT TERM 


NOTES 


ACCEPTANCES 


More recently, new wheat farming cor- 
porations operating thousands upon 
thousands acres have come into ex- 
istence Kansas. Nearly all them 
are confining their wheat farming op- 
erations the newer areas western 
Kansas. Most these corporations 
were organized and began selling stock 
very opportune time, for the wheat 
crops Kansas for the last three years 
have been unusually good. Wheat has 
been good price and yields have been 
good. Dividends stockholders have 
been generous and generous reserves, 
few cases least, have been built 
take care adverse crop years. 
too much expect that good crop 
years will continue and that the price 
wheat will remain high. Wheat has 


already dropped sixty cents this 
locality. The 1929 crop harvest time 
brought from $1.15 $1.25 per bushel. 

Weather fickle thing and fre- 
quently acts contradictory all rules 
and regulations applied its possible 
behavior. According the law aver- 
ages, seasons short crops are 
expected. Kansas crop history records 
good and poor seasons and they have ap- 
peared two and three years succession. 
such times adversity that 
farmers, and large farming corporations 
for that matter, are put the test. 
Good management will always prove it- 
self these critical periods. 

These large-scale wheat farming cor- 
porations have come their 


share criticism. There considerable 


City 
= 
RATIONAL 
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Mellon Trav- 

elers Cheques 

are years 

travelers have been carrying 
them the four corners the 
world. Now that they are na- 
tionally advertised, thousands 
new travelers are learning 
these safe, convenient, and 
economical cheques The 
traveler pays premium 
only cents per $100 for 
Mellon Travelers Cheques. 


Even though the cost the 
traveler less, the bank’s sell- 
ing commission the same. 
Because their low price, their 
long record success and the 
national advertising, you can 
quickly build profitable 
business Mellon Travelers 
Cheques. Write today for full 
details our plan. Mellon 
National Bank, Pittsburgh, Pa. 


NATIONAL BANK 


Travelers Cheques 


opposition the part resident far- 
mers, where these corporations operate, 
because the building homes the 
farms almost entirely left out the 
corporation program. fact the re- 
verse more nearly the fact for some 
cases farm buildings have been moved 
off corporation land order that the 
land might farmed more efficiently. 
Another objection raised that 
hard the few farmers who make 
their homes localities where these 
large wheat farming corporations op- 
erate particularly there are children 
the home, said destroy com- 


munity life and does not permit 
rational rural school program. 

This large-scale wheat farming busi- 
ness too new and the peculiar prob- 
lems which have become associated with 
too varied warrant much the way 
deductions what the future 
holds store. Efforts curb the ac- 
tivities the large wheat-farming cor- 
porations will made the next legis- 
lative session Kansas. Economic 
problems however are solved 
through political action. Wheat will 
produced the most economical 
way. 


Budget System 
ful Stabilizing Force 


(Continued from page 104) 


the president complete charts showing es- 
timated receipts and expenses for the en- 
suing year. 1928, for instance, 
forecast receipts within less than per 
cent the actual total the end the 
year. Its forecast expenditures, based 
actual commitments, improvement pol- 
icy and other factors, and including 
liberal margin for emergencies, was even 
more accurate, for expenditures can 
controlled rigidly whereas revenues are 
less susceptible such control. 

result, the Pennsylvania Railroad 
ended the year with almost precisely the 
profit its accountants and budget officials 
had forecast the year’s beginning. 

Had not been for the adoption 
the budget system estimated receipts 
and expenditures, and the rigid control 
expenditures within the estimates, the 
year’s operation would have been much 
more haphazard affair. Yet was not 
until seven years ago that this road 
turned the budget necessary ad- 
junct the intelligent management 
its affairs. 

other lines work, the system ap- 
pears have been adopted fairly gen- 
erally the big outstanding companies 
and far less extensively the smaller 
concerns. 


Helps Export Operations 


ENERAL MOTORS, for instance, 

plans its work from four six 
months ahead. The advantage this 
system strikingly shown its export 
business, which the largest any au- 
tomotive concern the world. 

From every section the globe peri- 
odical reports are received from respon- 
sible representatives giving detail 
prospective sales and expenditures over 
the-period the next four six months. 
These figures are assembled and totaled. 
The result accurate forecast the 
volume business which will done 
for the period. 

turn, the various manufacturing 
units plan accordingly. Officials know 
June, for instance, how many cars 
each make they must produce for the 
export trade October. They also know, 
through somewhat similar arrange- 
ment, the totals they will called 
produce for the domestic trade. 

Hence, from four six months ahead 
the manufacturing plants have before 
them the cloth from which they must cut 
their garments. This knowledge enables 
them proceed with reasonable certain- 
where without they would almost 
wholly the dark. Working schedules 
and employment are gauged accurately 
advance; raw materials are ordered 
intelligently meet their needs, and 
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the benefits the budget system spread 
beyond the company, reaching into the 
iron and steel industry, the coal business, 
the rubber trade and other related lines 
work. 

This system has been effect with 
General Motors since 1925 and has 
proved its worth many times during the 
rather extensive fluctuations the in- 
dustry during the past five years. 


Accuracy Fundamental 


EPRESENTATIVES the com- 

pany everywhere have come re- 
gard these periodical forecasts with in- 
creasing respect. Not only are they re- 
markably accurate—inaccuracy fore- 
casting, also beyond reasonable mar- 
gin, has painful penalties for the fore- 
caster—but only rarely outside un- 
expected factors disturb them. 

One unusual case, nipped the nick 
time, occurred when the company en- 
tered extensively upon the market 
India. concerned the question color 
for the cars. One official, knowing noth- 
ing conditions India but believing 
that the people the East had fond- 
ness for gay colors, hit upon the plan 


sending many red cars that market. 


Before this plan got far along, how- 
ever, the cables burned with the infor- 
mation that red was royalty’s own color 
India and that the use red motor 
cars would confined wholly reigning 
princes. Plans were changed overnight; 
and India gets other colors. 

The American Telephone Telegraph 
Company has amplified the use the 
budget far ahead most other large 
concerns and plans its general business, 
its extensions, its manufacturing, and its 
improvements from five ten years 
ahead through budget forecasts. 

This four-billion dollar concern tre- 
mendously concerned business 
trends and has fairly large staff en- 
gaged gauging them all the time. 
has made half dozen confidential 
surveys prospective shifts business 
which many persons probably would give 
their eye teeth see. 


Looking Around the Corner 


instance, the trend the cotton 

manufacturing industry from New 
England the South. ago the 
sent its trained observers into 
the field and gathered the facts upon 
which make most scientific and care- 
ful forecast the extent which the 
cotton manufacturers would migrate 
from Massachusetts the Carolinas. 
Every factor the situation was put 
under the microscope and studied for 
many months before the survey was com- 
the conclusion the work, 


the telephone company had 
able forecast what expect over the 
ten years. 
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How many times has got you bad? How many 
times have you had refigure entire job? How many 
times have you actually lost good money? 


Just because that fiendish little decimal point sneaked 
over into the wrong place! 


The many, mistakes laborious, time-consuming, 
pencil-pushing figuring simply cannot happen when you 
use the Marchant. Its tireless, absolutely accurate, mechan- 
ical brain does all the exacting, mind-tiring work for you, 
releasing your brain for more important things. 


And saves time amazingly! One hour, two hours, three 
hours work five minutes not uncommon with the 
Marchant. The average saving 25% 40%. 


The Marchant the only calculator that 100% electric 
all operations. has five important exclusive improve- 
ments that place class itself. These, with electric 
carriage shift and many other time-saving, work-saving 
features make Marchant figuring the fastest the world. 


Compare its performance your own work with that 
any other calculator. Sales and service representatives 
the world over. 


Adds 
Subtracts 
Multiplies 
Divides 


100% ELECTRIC 


MARCHANT 


exclusive improvements fastest figuring the world 


Marchant Calculating Machine Co. 

Please send full information about 


Marchant 100% Electric $125 Marchant Portable 


ing else. Electric, hand operated and Address 


Why? Below the surface the reason 
clear. The shifting entire 
industry any appreciable part thereof 
new geographical location means 
vast shifting, well, telephone equip- 
ment, plant and men. Like other progres- 
sive concerns, the telephone company 
does not wait till the eleventh hour, but 
must plan, necessity, far advance. 

That kind work projected local 
detail, well, astonishing degree. 
There file the telephone com- 
pany’s New York office, for instance, 
projected map New York City the 
phone forecasters believe will look ten, 


twenty, and twenty-five years hence. 
Whole areas will have changed; business, 
ever shifting, will have moved here, 
there and elsewhere. today 
residential section tomorrow may 
loft center. And tomorrow’s East Side 
might even become the next day’s resi- 
dential center fashion. 


Ready for What Comes 


HESE shifts entail vast shifting 
telephone facilities. Like Bis- 
marck’s army orders, the plans are 
tucked away, waiting, with some modi- 
fication, release the fateful day when 
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Guaranty Trust Company 
New York 


140 Broadway 


LONDON BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, June 30, 1930 


RESOURCES 


Cash Hand, Federal Reserve Bank, and due 


from Banks and Bankers 


Government Bonds and Certificates 


Public Securities 


Other Securities 
Loans and Bills Purchased 
Real Estate Bonds and Mortgages 


Items Transit with Foreign Branches 


Credits Granted Acceptances 
Bank Buildings 


Accrued Interest and Accounts Receivable 


431,164,354.72 
213,441,517.80 
43,300,047.28 
7,800,000.00 
50,157,186.64 
1,117,034,903.51 
882,827.49 
1,853,833.25 
144,595,517.85 
14,500,969.71 
13,727,128.03 


$2,038,458,286.28 


LIABILITIES 


Capital 
Surplus Fund 
Undivided Profits 


Outstanding Foreign Bills 
Bills Payable 


90,000,000.00 
170,000,000.00 
36,385,493.51 


296,385,493.51 
335,040.00 
41,350,000.00 


Accrued Interest, Miscellaneous Accounts Payable, 


Reserve for Taxes, etc. ........ 


Federal Funds Purchased 


Agreements Repurchase Securities Sold 


Acceptances 


12,156,964.00 
40,000,000.00 
6,608,247.04 
144,595,517.85 


Liability Endorser Acceptances and Foreign 


Deposits 
Outstanding Checks 


the situation begins change. The 
Western Electric Company, which makes 
the Bell System equipment and employs 
many thousands men directly (and 
gives employment even more thou- 
sands through its mammoth orders for 
materials) stabilized almost wholly 
through the budget system. 

From two five years ahead, through 
estimates flowing New York from 
every section the United States, this 
great manufacturing hive knows almost 
certainty just how much equipment 
must produce. How many new tele- 
phones, how much wire, how many 
switchboards, cords, plugs, and on. 
There never any question sudden 


117,697,184.40 


$1,276,024,581.48 


$2,038,458,286.28 


curtailment expansion this plant. 
The industrial budget has stabilized 
completely. 

One might multiply such instances 
among the larger companies until the 
reader tired noting them. single 
further illustration, perhaps, will suffice. 
large gas and electric company, serv- 


ing millions the east, became 


the industrial budget five years ago 
and now projects its plans, chart form, 
three years hence. Population and in- 
dustrial trends form the backbone its 
planning. These are translated into dol- 
lar terms for the building new plants 
and the furnishing equipment, for pay 
rolls and supply bills. 
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This concern never experiences unex- 
pected depression. knows what ex- 
pect. may have modify its plans 
bit here and there but the main its 
course charted. knows just how 
much money will have spend next 
year and the year following and the year 
after that. knows, within tiny 
fraction, just what its pay rolls will 
the future, what its bills for raw ma- 
terials will amount to. 


Government Showed How 


TABILIZATION business—that 
the term. has been brought about 
the larger concerns through the intel- 
ligent adoption and projection the 
budget system. And that system was 
practically rejected the United States 
until the Federal Government adopted 
nine years ago. 

Since then has been meeting with 
increasing favor. The more alert busi- 
ness executives, seeing what the system 
has accomplished stabilizing govern- 
ment finances, have written into their 
own notebooks. And industry more 
elastic than government, the benefits 
the system have been greater the new 
field than the first entered. 

The leaven working. and 
there such localized industries de- 
partment stores and coal producing com- 
panies have taken up. During the 
next few years, its use probably will be- 
come much more extensive. 

And experience indicates clearly that 
with its general use, the industrial 
budget will become much more potent 
factor stabilizing business than 
present. the great anesthetic for 
business readjustment, the great leveler 
peaks and valleys the chart 
business progress. 


Convention Calendar 


DATE STATE 

1930 ASSOCIATION PLACE 
Aug. 29-30 Wyoming Casper 
Sept. Delaware Rehoboth 
Sept.10-11 Indiana Fort Wayne 
Sept. 11-12 Kentucky Louisville 
Oct. 22-23 Nebraska Omaha 
Nov. 7-8 Arizona Tucson 

AMERICAN BANKERS ASSOCIATION 


MEETINGS 


Sept. 29-Oct. Convention 
Cleveland, Ohio 


REGIONAL CONFERENCES 


Aug. 6-7-8 Pacific and Rocky Mt. 
States Trust 
Seattle, Wash. 
Nov. Sixth Mid-Continent Trust 
Indianapolis, Ind. 
Spring 1931 Fourth Southern Trust 
Charleston, 


OTHER ASSOCIATIONS 


Sept. 17-20 Financial Advertisers 
Ass’n Convention 
Louisville, Ky. 


Stock the Federal Reserve Bank ............. 
eee eee ee ee 
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Fundamental Changes In- 


evitable Banking Laws 
(Continued from page 120) 


banking with their indicated de- 
sire strengthen the national bank 
system without feeling that involves 
much more change the banking 
systems the United States than 
first appears. 

This strengthening process, neces- 
sity, must come the enforcement 
greater control the state institutions 
national authorities through the Fed- 
eral reserve through sume application 
the interstate commerce principle and 
this control must such character 
challenge the continued utility 
the state system banks. There was 
general agreement among witnesses and 
supervisory authorities before the House 
committee that Federal supervision and 
holding companies operating 
banks two more states was both 
advisable and necessary but evident 
that where such companies hold state 
banks the Federal authorities will find 
difficult not impossible exercise real 
control where difficulties 
through the weakness state banks 
their groups. The list points con- 
flict interest and control group 
banks interstate operation might 
extended indefinitely. 


More Federal Authority 


evident that the change from unit 

group and branch banking involves 
much more than mere change the 
form method bank organization and 
management. there any ade- 
quate control the group system there 
must readjustment supervisory 
powers with increased Federal authority 
over state corporations engaged inter- 
state banking movements. This issue 
has been drawn closer the fact, 
brought out the committee’s hearings, 
that the number bank failures the 
past nine years was not only numerically 
but proportionally greater among state 
than national banks. If, was gener- 
ally agreed witnesses before the com- 
mittee, one the chief causes the 
large number bank failures the 
country has been the inadequacy capi- 
tal small banks direct Federal legisla- 
tion powerless effect any reform 
this respect regards the large number 
state banks which under state laws 
are permitted operate with capital far 
below the minimum for national banks, 
which regarded necessary for the 
safe operation any bank. 

Legislation meet situation, 
directly indirectly, reach over state 
lines and more less completely con- 
trol the capital, organization and opera- 
tion more than two-thirds the 


onal: 
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the key chooses 


Your new box customer chooses his 
key from many others. 

But, until himself breaks the en- 
velope-seal and draws the key from its 
metal scabbard, one sees touches 
vertible court evidence—that this so! 

This the added protection that 
makes the Secret Key Changing 
Sealed Key Safe Deposit merely 
safe, but absolutely safe. Neither key nor 
lock can tampered with. And even 
the renter can get into his own box only 
the presence the vault custodian! 

Certified pick-proof the 


offering key 
changes whicn 
for practical pur- 
poses are unlim- 
Lock standard 
equipment for 
many greatest banks. The 
vaults the Northwestern National 
Bank Minneapolis, for instance, are 
equipped with thousands these im- 
pregnable little guardians. you feel 
that your bank and its customers de- 
serve this added protection, write us. 


box door (no sending back the 


Incorporated 


maker for resetting) and NEW YORK BOSTON ROCHESTER CHICAGO 


banking institutions the United States 
now existing under state charters all 
which the present time are subject 
Federal authority except possible 
limited control some lines which may 
exercised through the Federal Re- 
serve System. Viewed from the stand- 
point ordinary bank operation alone 
the legislation necessary reach situa- 
tion which nearly all the witnesses be- 
fore the committee acknowledged exist 
nificant that through much the ques- 


tioning and discussion the House com- 


mittee there ran the idea unified 
banking system for the country. was 


generally admitted that such system 
was difficult not impossible attain 
present and that any event would 
necessity brought about gradually. 
‘But the idea was there and was per- 
sistent. 


Beyond Palliatives 


ERHAPS the most significant fea- 

ture the House committee hear- 
ings was increasing realization the 
fact that the banking business the 
United States faces revolutionary 
situation, that revolution the busi- 
ness already has been developed 
high degree, and that legislative pallia- 
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Mr. Kindleberger, 
President the Kalamazoo Vegetable 
Parchment Co., prudent man. 
believes valuable property belonging 
his company should protected against 
unexpected losses. He, therefore, listened 


attentively when our sug- 
gested that his Accounts Receivable 
should protected with 


Credit Insurance 


But Mr. Kindleberger careful man, too. 
users think wanted know, and 
they think the American Credit-In- 
demnity Co.?” 

chose random eight our policyholders, 
different lines business and different lo- 
calities, and wrote frank letter them. The 
eight replies are published this new, attractive 
brochure which will gladly send any Banker 
upon request. More and more bankers are recom- 
mending credit insurance their customers. This 
booklet will aid you such discussion with your 


own patrons. 


NEW YORK 


tives will longer meet the situation. 
“There doubt mind,” said 
Comptroller Pole his testimony, “that 
branch banking were permitted 
would eventually have branch banking 
system and not very many unit banks. 
However, think that looking pretty 
well ahead. Branch banking, under the 
regional system, would develop grad- 
ually that would take many years be- 
fore the unit bank would entirely out 
existence ever went entirely out 
existence.” 

Former Comptroller Henry Dawes 
drove home the same idea. “It seems 


Write for your copy today. 


AMERICAN 


INDEMNITY Co. 
Offices All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 


Canada—Toronto, Montreal, Etc. 


” 


me,” said Mr. Dawes, “that there 
room for compromise this subject and 
that determination should reached 
whether the United States wishes 
embrace national system branch 
banks preserve its coordinated in- 
dependent units. cannot both.” 
Dr. Benjamin Anderson expressed the 
same opinion. Such indeed seems the 
sentiment all witnesses and authori- 
ties but all them, especially the pro- 
ponents branch banking, think the 
change will and should gradual. 
Charles Mitchell the National 
City Bank cited fact that every 


jother country “of financial maturity” 
there unified system banking but 
thought that while the United States 
was working out system that was best 
adapted its needs the dual system was 
advantageous. Nevertheless 
nesses seem recognize the fact that the 
present trend the beginning great 
change. Representative Fort the 
House committee stated the case, 
volves very major policy the 
Government the United States.” 

Mr. Dawes made the point that tem- 
porize and compromise the 
issue will have the effect strengthen- 
ing the branch bank movement such 
extent that when later the public may 
wish change will too late and 
that therefore the fundamental issue 
should determined now. Through all 
the discussion there was apparent 
realization that practically impos- 
sible “unscramble” the present situa- 
tion and that whatever legislation at- 
tempted must sort which would 
make unnecessary any unscrambling 
the future. 


Will Oil Exception? 


(Continued from page 100) 


successful reaching its immediate ob- 
jects. Last August national petroleum 
production rose above 2,900,000 barrels 
per day, but under the constant pressure 
the restriction program has been cut 
the current 2,500,000 barrel level. 
variety expedients have aided the ac- 
complishment. 

considering the Government’s posi- 
tion the arrangements Kettleman 
Hills, where the Government the prin- 
cipal land owner, may cited. Only 
small proportion its holdings have 
been allowed come under the drill. 
One the more important lessees, the 
Standard Oil Company California, 
required meet charge $2.57 
barrel royalty for the Government’s 
proportion the output from each driven 
well. Thus the royalty charge—and not 
production cost—tends fix the price 
Kettleman oil. Remarkable though the 
product is—90 per cent its content 
being recoverable gasoline refining 
—and though the natural gas accom- 
panying the oil has market, long 
that royalty figure controls utilization, 
Kettleman oil will not compete for 
place supplying national gasoline 
needs under present conditions. 

Great though the temptation has been 
for pressure markets come from 
the other bountiful fields, the refinery 
and Government restraint has operated 
successfully hold check. When 
there was momentary wavering the 
lines this spring, registered mounting 
gasoline stocks and slumping crude prices 
over considerable area the country, 
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the Federal Oil Conservation Board, made 
three cabinet members, appealed 
refineries cut production one-seventh. 
Acceptance the proposal abated the 
surplus growth that was threatened. 


The Economic Verdict 


ERE, probably, situation that 
will worked out final proper 
balance only inevitable economic 
trends. America strewn with the evi- 
dence natural resources abandoned, 
perforce, because intelligence has dis- 
closed cheaper and better sources for 
than those first exploited. Iron ore 
exhaustible; but the low grade, lean de- 
posits the eastern continent have been 
almost forgotten today, because the 
higher yielding areas the North and 
South were discovered. the light 
waning demand for forest products ex- 
perienced the last few years, the polit- 
ical campaign for “conservation” 
forests, begun early the century, has 
been made assume less importance. 
Whether metal mining, clay extraction, 
simple sand pit operation studied, 
the economic verdict rendered expe- 
rience identical: labor and capital ap- 
plied anything but the more easily 
worked natural resource deposit incur 
high hazard. 

This perspective incorporates the bit- 
ter and unforgettable lessons meted out 
the last five years producers 
half score essential commodities who 
have rallied the support governments 
behind artificial output restriction. There 
have been singularly similar outcomes 
all such policies when applied rubber, 
sugar, sisal, coffee, and potash. The rec- 
ords every case run almost monoto- 
nously and depressingly through period 
unhealthy stimulation output under 
price maintenance into precipitation 
struggle for bare existence among even 
the best placed and best managed pro- 
ducing units. 


Possibilities 
Village Bank 


(Continued from page 124) 

have mind three interesting facts 
concerning banks own home county 
which have recently come atten- 
1929 bank $25,000 capital, 
located town less than 1000 pop- 
ulation, made net profit over 
per cent its paid-in capital. Even 
when add that the bank has surplus 
and profits over $40,000, the instance 
does not lose its effect, for the surplus 
and profits have been earned from op- 
erations, and the 1929 income represents 
profit upon the entire investment. 

Another bank our county, also lo- 
cated town less than 1000 popu- 
lation, has paid per cent dividends, 
year and year out. 
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READ BETWEEN THE LINES 


LARGE 


but not too large give personal service 


more customers than any other bank 
St. Louis, and having earned 


national recognition used depos- 
itory the United States Government 
and more than thousand banks outside 
St. Louis, and with enough invested 
capital ($17,998,297.46 the last 
call) able all times 


SERVE ANY~ 


while, member the Federal Reserve 
direct member the St. 
Louis Clearing House Association, always 


STRONG 


enough pass regular examinations 
Reserve examiners and the 
Clearing House examiners well 
the State examiners, and withal, 


System and 


the 


total resources ($146,092,951.37 the 
last call) take high rank among the 
big banks the United States, and 


PROTECT ALL 


who entrust their business...big little...to 


Mercantile-Commerce 
Bank and Trust Company 


St. Louis 


Gold’s Use Can Stretched 


(Continued from page 116) 


the central bank exceed the volume 
the deposits all the savings and com- 
mercial banks. the United States, 
the other hand, where the bank check 
widely used, the total bank deposits are 
equal almost seven times the amount 
paper and metallic money. Thus, 
the present time France needs more gold 
per dollar purchasing power than does 
the United States. 

Moreover, may witness con- 
tinued reduction the number 


banking centers, leading ultimately per- 
haps one two world banks perform- 
ing the central banking functions for all 
nations. The gold exchange standard can 
more widely adopted. The rapid 
growth branch and group banking, 
with the consequent economy cash 
and reserves, also important. 
Outside the field banking, certain 
developments are also taking place which 
result economies the use gold. 
The rise huge corporations with widely 
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The common stocks America’s leading corporations, prop- 
erly balanced and diversified, welded into single, convenient 
trust investment. 


CORPORATE TRUST SHARES 


For the investor who wants maximum 
current income 


BAsic INDUSTRY SHARES 


For the investor who wants 
principal accumulation 


THE CHASE NATIONAL BANK 
the City New York, Trustee 


Included the portfolios are such common stocks Ameri- 
can Tel. Tel., New York Central, DuPont, Standard Oils, 
General Electric, United States Steel, Union Pacific, Interna- 
tional Harvester fixed type investment trust. Both 
trusts given composite rating Moody’s Investors 
Service. 


Recommended and offered more than 600 leading 
investment houses and banks from coast coast 


Syndication 


ROSS BEASON CO., INC. 


120 Wall Street, New York for Eastern Section 
Salt Lake City Los Angeles for Western Section 


SMITH, BURRIS CO. 


120 Salle St., 


First National Bank Oma 


scattered branches and agencies facili- 
tates the cabling and telegraphing 
funds. The increasing integration in- 
dustry reducing the number actual 
cash commercial transactions. cer- 
tain company produces its own iron and 
coal and hauls its own raw materials, 
and after manufacturing the product, 
may also perform the function both 
wholesaler and retailer. Without such 
degree integration half-dozen 
more exchanges may take place. Agree- 
ments among companies and countries 
providing for the balancing accounts 
commerce, communications, postal 
service, transportation, are increas- 


for Central Section 


ingly common. saving the use 
cash and credit, and therefore ultimately 
gold, apparent. 

Acting both cause and effect 
the movement toward consolidation 
industry, improvements transportation 
are important. The development the 
truck has facilitated the growth the 
chain store with its attendant integra- 
tion and lessening the number sell- 
ing transactions. Then also, the more 
rapid collection checks and the greater 
speed member banks obtaining 
additional credit and cash from their re- 
serve centers, both dependent upon rapid 
communication and transportation, are 
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equivalent increased velocity 
gold. more rapid turnover gold has 
the same effect increase 
amount. Efficient transport long since 
obliterated state lines within this 
try: rapidly placing commerce 


Out Public Income 


OREOVER, increasing portion 

effort. Travelers longer pay cash 
toll pass over highway; the road 
publicly owned. walk community 
sidewalks, lounge community parks, 
drink the community fountain, send 
our children community schools, guide 
our travel sea and the air com- 
munity beacons; rely upon the protection 
paying money check for each 
these services they are rendered, 
pool our efforts through elaborate 
system taxation and public adminis- 
tration. Undoubtedly the future will wit- 
ness the continued increase such social 
income with the consequent ultimate 
economy gold. 

the supply gold should become 
tory basis our monetary system, why 
not abandon gold standard? Money 
merely purchasing power. the one 
side the equation exchange are the 
average amount money and credit in- 
struments multiplied the rate turn- 
over each; the other side the 
amount commodities and services sold. 
The general price level represents simply 
the ratio between the two. the pur- 
chasing power the rapidity its turn- 
over increase with change rela- 
tively smaller growth the amount 
goods exchanged, higher price level 
must simultaneously occur. the 
one end the see-saw goes up, the 
other must down. 


Money 


ADICAL monetary theorists accord- 
ingly insist that should aban- 
don the gold standard, issue new paper 
money, and either retain the old name— 
dollar—or apply its units new term, 
say “rallod.” Being based stand- 
ard, this paper would irredeemable 
and its nature valueless. The Gov- 
ernment “fiat” and the regulation the 
quantity accordance with the needs 
industry would give such paper 
monetary exchange value. All bank 
deposits would kept and all commer- 
cial and debtor and creditor transactions 
would made terms the new unit. 
Gold would reduced the status 
ordinary metal. would then need 
have concern over scarcity. 
Arguments both for and against such 
radical departure abound. Its advo- 
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cates argue that transactions are even 
now not made terms gold, but 
terms dollars, marks, pounds 
sterling. Through centuries custom 
gold has become Mr. 
Robertson his little book Money 
tells the story mine manager 
Johannesburg who had glass eye. 


Serious Consequences 


“When business called the manager away, 
would take his eye out and leave 
prominent place ; and while the master’s eye 
was on them the workmen continued to 
work like blacks, as indeed they were. But 
one day one of the workmen, more daring 
than the rest stealthily approached the all- 
seeing orb and covered with inverted 
fellows promptly went away and got drunk.” 

Norman Angell, his Story Money 
(quoting Furness) says that 
the island Uap (one the Caroline 
Islands), the medium exchange the 
currency consisting large 
stone wheels with hole the center. 
Many these are practically immov- 
able. One buried the bottom the 
sea, but its owner the richest man 
the island. 


“When the German Government purchased 
the Caroline Islands from 1898 
there were wheeled vehicles Uap, and 
hence roads, The paths, too, were poor 
shape, and the government ordered the 
natives to put them in better condition. 
Somehow other the natives were quite 
happy with the paths they were; the job 
did not get done. The government was in 
dilemma. would rather difficult 
fine the natives and carry off the fei to Ger- 
many. German shopkeepers might have been 
little doubtful about exchanging their 
wares for fei and it would have taken the 
labor every available native get the 
fei off the island. Finally the govern- 
ment hit upon a sound scheme. They simply 
sent a man around to mark some of the most 
valuable stones with a cross in black paint 
to show the government claim. The im- 
poverished natives immediately fell work, 
and the paths were soon in good order. Then 
a second man went around for the govern- 
ment remove the crosses. The natives re- 
sumed possession their capital stock, and 
rolled in wealth, and there was great re- 
joicing the island Uap.” 


Paper Still Needs Gold 


PPONENTS fiat irredeemable 

money argue that standard must 
have value, that people would not know 
how rate their goods terms the 
new valueless unit. Thus, would 
necessary measure the value all 
goods terms some one commonly 
acceptable and well known commodity, 
which would then become the standard 
value. The paper money would merely 
circulate medium exchange. Op- 
also point the danger 
Political influence and excessive inflation 
deflation. The greenback party, which 
urged the permanent abandonment 
gold and the adoption some system 
fiat money, was favor increasing 
the supply money stimulate 
prosperity. 

The advocates irredeemable cur- 
lost their great opportunity the 
early post-war days, when the currency 
systems practically all great coun- 
tries, except the United States, were 
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FEDERAL RESERVE BANK 


Have Mosler Vault Doors 
Mosler Interior Vault Equipment 


Atlanta vaults) 
Dallas vaults) 
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Mosler has meant Safes and Safety for more than years 


The Mosler Safe Co. 


The Largest Builders 


FACTORIES 


HAMILTON, OHIO 


BOSTON CHICAGO 
NEW ORLEANS 
PITTSBURGH 


TOKYO, JAPAN 


ATLANTA 


PORTLAND 


basis. Outstanding 
among those who opposed the return 
the gold standard and who favored reg- 
ulated fiat currency was Mr. Key- 
nes. The eagerness these nations 
return the gold standard, however, 
attests the importance which statesmen 
and financiers place the yellow metal. 

The people England wasted their 
energy worrying about shortage 
wood: modern weapons superseded the 
bow and arrow. Scientists have ceased 
their concern over the shortage dye- 
stuffs: coal tar has supplanted the in- 
digo plant. The followers Thomas 


Robert Malthus have lost the enthusiasm 


1 NEW YORK 


LONDON, ENGLAND 


KANSAS CITY LOS ANGELES 
OKLAHOMA CITY 
SEATTLE 


DALLAS 


SAN FRANCISCO 
SHANGHAI, CHINA 


their master: inventions have multi- 
plied the efficiency agriculture and in- 
dustry. May not the gold standard, 
proves inadequate, the way the 
bow and arrow? may not industrial 
development result greater output 
gold? the people the world 
wish retain the gold standard, will 
they not take measures render ade- 
quate? 

not fear shortage “feet” 
measure distance, nor pounds 
measure weight, nor watts measure 
electric power. Need intelligent peo- 
ple fear shortage dollars measure 
value? 
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The Securities 
Ohio Corporations 


which include those many companies that are vital fac- 
tors the great industrial structure the United States, 
have attracted investment capital from probably every state 
the Union. 


have maintained for years, our Cleveland office, 
Ohio Securities Department, devoted exclusively Ohio 
securities, listed and unlisted, which now being used 
investors all parts the country. supplemented 
offices Cincinnati, Columbus, Toledo, Canton, Massillon 
and Akron, Ohio, private wire connections and member- 
ships the Cleveland, Cincinnati and Columbus Stock 
Exchanges. Through this department offer highly 
specialized service Ohio securities. 


OTIS CO. 


Established 1899 


NEW YORK 


CLEVELAND 


CHICAGO 


Members New York and other leading Stock Exchanges 


Eight Practical Ratios 


(Continued from page 


have been indicated him the ratios 
has produced. possible for 
him so, should compare these 
ratios with the same ratios calculated 
for prior years and also with ratios com- 
puted the basis figures found 
statements other business organiza- 
tions, especially those most closely re- 
lated his own. 

The banker largely guided coming 
conclusion the request his 
customer for loan the result his 


examination the customer’s statement. 
this examination the ratio current 
assets current liabilities given the 
most careful consideration and many 
cases some the other ratios have 
reviewed are calculated and considered. 
However, this same banker may, per- 
haps, neglect study the statement 
his own bank and the ratios com- 
puted from the figures shown thereon. 
The merchant manufacturer uses 
certain fund assets his business 
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with the idea that will increase that 
fund manufacturing selling mer. 
chandise figure greater than the 
cost that merchandise him. The 
banker also uses fund assets with 
the same ultimate purpose view. 
profitable the merchant the 
manufacturer compute and consider 
the indications ratios which finds 
comparing related items his finan- 
cial statements then must also follow 
that there are certain inherent relation- 
ships existing between items and groups 
items found the financial 
statements banking institutions. While 
may true that ratios for banking 
institutions have not been carefully 
considered the ratios which have 
discussed, nevertheless these ratios 
exist and should used. 

(Ratios, applied the banking 
business will continued and concluded 
next month’s issue the JOURNAL.) 


Reserve Board Summa- 
rizes Eligibility Rules 


(Continued from page 135) 
building. 

Made motor transport corporation 
—proceeds used for purchase 
trucks. 

Given farmer for purchase silo. 

Given public service corporation, 
cannot liquidated within short 
time out current earnings. 

Relending finance paper—Drawn 
finance company finance another. 

Given Federal land bank joint- 
stock land bank, secured loan 
bonds—proceeds used for relending. 

Paper drawn for investments 
purely speculative character—Note, pro- 
ceeds which are used for holding 
grain for higher price. 


Agricultural Commercial 
Paper 
Agricultural livestock and eligible 
IVEN farmer for purchase 
agricultural 
able comparatively short time). 
Drawn dealer farmer pay- 
ment for agricultural implements. 
Given farmer irrigation com- 
pany for water used for crops. 
Given farmer raise funds for 
fattening cattle. 
Made farmer payment for mules. 
Made agricultural cooperative 
marketing associations for the purpose 
obtaining funds with which make 
payments members, finance mar- 
keting agricultural products. 


Commercial and Eligible 


IVEN dealer for agricultural 
implements resell farmer. 
Given farmer payment for 
agricultural products grown him. 
Given irrigation company, 
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its business furnishing water 
farmers. 

Given packing company—the pro- 
ceeds used purchase livestock. 

Made mule and cattle dealer. 

Covering such food products butter, 
cheese, eggs, poultry, frozen fish cold 
storage under negotiable warehouse re- 
ceipts. 

What maturity may rediscountable 
paper have? 

Ninety days general, including fac- 
tors’ paper created make advances 
certain agricultural producers. 

Nine months case agricultural 
paper including livestock paper. 

Indefinite maturities are ineligible ex- 
cept for sight bills which grow out 
the domestic shipment exportation 
nonperishable, readily marketable agri- 
cultural other staples and secured 
shipping documents. Such bills may not 
held for the account Federal re- 
serve bank for more than ninety days. 


How much paper one borrower may 
rediscounted member bank 
with reserve bank? 

amount not excess that 
which may loaned national bank 
one person; i.e., per cent such 
bank’s capital and surplus subject 
number important exceptions. 


What technical formalities must the 

paper meet? 

Must promissory note, draft, bill 
exchange, including bankers’ and 
trade acceptances. 

Must negotiable. 

Must indorsed member bank. 

The name one the parties 
underlying transaction must appear 
upon maker, drawer, acceptor, 
indorser. 

May secured the pledge goods 
collateral any nature, provided the 
paper otherwise eligible. 


What physical evidence eligibility must 
supplied discounting member bank? 

Application for discount 
tify: 

Member bank’s belief eligibility. 

Paper, not acquired from nonmember 
unless member has permission 
rediscount for nonmember banks. 

offering bank state bank, that 
borrower not obligated for more than 
could similar national bank. 

paper promissory note, whether 
Federal reserve bank may 
any case require the financial statement 
the borrower filed with it. Such 
statement must file the note 
was discounted for nonmember bank 
nondepositor, and all other cases 
unless— 

Secured warehouse receipt, prior 
lien livestock, obligations the 
United States; 
The aggregate obligations borrower 
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Petroleum 
subsidiaries 
of the 
Cities Service 
organization 
own or lease 
more than 
3,000 
tank cars. 


fectly. 


Henry L. Doherty & Company 
60 Wall St., New York 


Please send full informa- 
tion about Cities Service Com- 


offered for discount are less than per 
cent capital bank and are less than 
$5,000. 

draft, bill exchange, accep- 
tance should drawn evidence 
the character the underlying transac- 
tion. stamp certificate may accom- 
plish this. 


Bankers’ Acceptances 


ERTAIN respects which the law 

and governing 
eligibility are more specific with ref- 
erence bankers’ acceptances than with 
reference other types paper are de- 
tailed below. 


-For Current Income— 
For Future Needs— 


CITIES SERVICE 
COMMON STOCK 


Some investors want their dividends 
pay current expenses; the Cities Service 
monthly dividend meets their wishes per- 


Other investors want chiefly provide for 
future needs and luxuries; for them there the 
Doherty Reinvestment Plan. 


Under this plan dividends are reinvested automati- 
cally—your holdings grow rapidly. Let tell you 
about this easy way build estate. 


HENRY DOHERTY COMPANY 
Wall Street New York City 


Branches principal cities 


CLIP AND MAIL THE COUPON 


Name 


Nature transactions giving rise 
eligible acceptances: 

Shipment goods foreign trade, in- 
cluding shipments between two foreign 
countries. 

Shipment goods within the United 
States—shipping documents must at- 
tached time acceptance. 

Storage the United States any 
foreign country readily marketable 
staples must secured time ae- 
ceptance warehouse receipt and ac- 
ceptor must secured through life 
acceptance. 


Creation dollar exchange. 
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The New York 
Trust Company 


Capital, Surplus and Undivided 


$47,000,000 


FOREIGN 
and DOMESTIC 
BANKING 


Fiduciary Service 


BROADWAY 
40TH STREET AND MADISON AVENUE 
5'7TH STREET AND FIFTH AVENUE 


State Bank View Trade Area Branches 
(Continued from page 


govern themselves have been surrendered 
the Federal Government. 


Rooted History 


was published one hundred and 
fifty-four years ago. was declaration 
the principle that men are created 
equal and endowed with certain inalien- 
able rights, principal among them being 
the right govern themselves. This 
step was taken rid the Colonies the 


despotism the centralized Government 
Great Britain. The Constitution 
the United States went into operation 
few years later, having been or- 
dained and established the people 
the United States for the purpose 
securing the blessings liberty and 
self-government themselves and their 
posterity. That instrument vests cer- 
tain powers the executive, legislative 
and judicial branches the Govern- 
ment, and provides Article 


The powers not delegated the United 
States the Constitution, nor prohibited 
the states, are reserved the 
respectively, the people. 

“As stated, during recent years there 
has been growing tendency toward 
centralization power the Federal 
Government, with its many departments, 
bureaus, boards, commissions, etc., and 
voluntary but unconsidered surrender 
their Constitutional rights the 
states. The states are vital part 
our political organization. They are, 
unquestionably, the best judges the 
social and economic needs their re- 
spective sovereignties. State banks are 
the states and are designed 
for the accommodation their citizens 
and the development the several com- 
munities which they operate; and 
every person who believes the au- 
tonomy the states should oppose Fed- 
eral legislation that would force upon 
state branch bank system was un- 
willing accept, that would compel 
state submit branch banking 
within its boundaries bank 
chartered another state, notwithstand- 
ing its prohibitory laws. 

“It has been the unit banking system 
that has done much toward the mar- 
velous growth and development our 
country during the past seventy 
eighty years. Does anyone believe for 
one moment that the country would have 
developed anything like rapidly and 
marvelously has during this period 
its banking resources had been con- 
operating nation-wide branch banking 
system? 


Here and Europe 


ing system, with its 26,000 indi- 
vidual banks, with the banking system 
Great Britain, with its twenty-three 
main banks, and 9476 branches, with 
the French system, with its nineteen 
main banks and 1351 branches. Then 
compare the area covered these three 
nations respectively, and decide for your- 
selves whether, under the European sys- 
tems, the United States could possibly 
have attained its present world-wide 
predominance, and whether, even now 
that has attained this position, 
are willing forsake the banking sys- 
tem that has made all this possible, and 
the nation-wide branch 
banking system some European 
nation? 

“Group banking has developed very 
rapidly during the past two years. 
is, reality, form branch banking. 
The proponents banking 
present many very adroit, and some 
quite plausible, arguments convince 
that their system has distinct advantages 
over branch and chain banking, and 
would, due time, act panacea for 
all our financial ills. 
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“There doubt mind that 
group much preferable 
chain banking. has some advantages 
over branch banking, and some faults 
and weaknesses that not obtain 
banking. Group banking should 
thoroughly studied branch bank- 
ing, and should, found necessary, 
subjected such restrictive legisla- 
tion will effectively prevent undue 
concentration control banking re- 
sources, and the most searching ex- 
aminations and expert 
vision human ingenuity can devise. 

“There can doubt there are 
powerful interests work that are de- 
termined eliminate the unit bank 
the country, both state and national, 
means branch banking group bank- 
ing. absurd say that these 
interests are actuated desire 
something for the general good, pro- 
tect the depositing public, enhance 
the benefits the Federal Reserve Sys- 
tem, and on. anybody credulous 
believe that the gigantic branch 
banking system California was con- 
ceived and fabricated the interest 
the people that state? Are the fast in- 
creasing huge group banking systems 
being organized for the benefit the 
citizens the communities which 
they operate? This banking development 
inspired desire for pecuniary gain 
and aggrandizement the part 
comparatively few individuals and 
interests. not the consequence 
demands agitation the part the 


individual depositors 
country. 
Reserve Membership 


necessary give the national 
banking system supremacy over the state 
system order that the Federal Re- 
serve System may fulfill the purposes 
for which was designed, because 
per cent the commercial banks the 
country are now members the sys- 
tem, including nearly all the large 
state banks and trust companies. The 
state banks that have not joined the 
system are mostly small institutions that 
would derive benefit from becoming 
members, but would, the other hand, 
deprived considerable their earn- 
ing power because the reserve re- 
quirements member banks. 

adoption the proposed Fed- 
eral legislation authorizing national 
banks establish branches throughout 
great trade areas which may wide 
Federal reserve districts even, 
certain cases, wider, would like the 
firing the starter’s pistol race,’ 
says Dr. Benjamin Anderson. ‘It 
would initiate one the fiercest com- 
struggles the country has ever 
Seen among the powerful banks each 
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Tribune Tower, Chi- 
cago, 
piece Gothic art— 
stories high, mod- 
ernized into sky- 
scraper Gothic 
Cathedral beauty, and 
glorifying 
“Boul. Mich.” 


rchitecture 


bank checks—as buildings 


Costs More 


than ordinary paper. 
Tough, flexible—stands the 
gaff. Doesn’t cut up under 
the check writer. Perfo- 
rates cleanly and_ posi- 
tively. 


Wroe Nonalterable Bond 
is not obviously safety 
paper. When the crook 


tries to alter a check he 
wrecks the job before he 
knows 

against. 


what he is up 
See below. 


NONA NONAI 


the districts for supremacy through- 
out the district. Many hasty and ill- 
considered consolidations would put 
through. would suffer. 
great readjustment the relations 
banks and businesses would necessary. 
would mean competitive bidding for 
the stocks the banks which would 
absorbed into the great branch bank sys- 
tems. would mean orgy specu- 
lation bank stocks. would bring 
into play the vigorous activity pro- 
moters, not necessarily bankers men 
with capacity bank administration, 
who would buy obtain options upon 
large numbers banks with view 


makes for confidence 


Basic Structure for Safety 
External Line for Beauty 


analogy holds perfectly build- 
ings and bank checks. 


Wroe Nonalterable Bond gives the 
ultimate safety your check thru the 
features detailed the left. 


And absence pattern Wroe Non- 
alterable Bond permits the artistry 
your design—and the engraver’s skill 
register maximum effect. 


Ask your lithographer printer 
show you checks this Superlative 
Safety Paper. 


West Monroe Street, 


(Producers Construction Bond) 


Chicago 


Modern Chemistr Make Your Checks 


selling them the competing great 
banks. 

who believe that the 
primary business banker banking 
rather than bank-stock jobbing would 
not welcome situation this sort. 
Within recent months great many con- 
servative bankers have been saying that 
they would dislike very much competi- 
tion this sort, that they hope will 
not forced upon them, but that 
forced upon them, they will, course, 
act protect their positions. should 
think that legislative restraint, rather 
than legislative encouragement, would 
called for tendencies like these.’ 


Securities Every Kind 
Short Notice 


Both our Ghicago and New York plants 
operate day and night for the conven- 
ience customers who require rush 
printing temporary certificates 
speedy delivery engraved bonds, 
stock certificates other securities. 


Presideut 


319-331 Albany Ave., Chicago 233-245 Spring St., New York 
Van Buren 8000 Walker 3976-3979 


COMPLETE PLANTS AND NEW YORK 


Guaranteed 


SAFETY 
and Yield 


New Books 


APPRAISING THE HOME. Horace 
Clark, Educational Director, Amer- 
ican Savings Building and Loan Insti- 
tute, Kansas City, Mo. Published 
Prentice-Hall, New York. 380 
pages. Price $6.00. 

The information contained this vol- 
ume designed help loan executives, 
home owners, appraisers and others con- 
cerned with home construction, deter- 
mine the value real estate. The text 
based, for the most part, expe- 


Guaranteed safety and yield 
per cent are both yours Empire 

Bonds. Your principal secure— 

your income guaranteed. Back 

each issue are valuable, income- 

earning properties. Every Empire 

issue trusteed large bank 
trust company. The bonds are 
legal for trust funds actual court 
ruling. Executors, attorneys and 

endowed institutions favor them; 


Write today for circulars new rience. There are eighteen chapters, fol- 
issues. lowed 180 pages appendices, the 


latter including glossary appraisal 
terms, bibliography, standards prac- 
tice for realtor appraisers and complete 


| 

1re forms. The analysis values includes 
both new and old buildings and discus- 

sions all the myriad factors which 


influence values real estate over 
period years. 


Empire Bond Mortgage Corporation 
oe 535 Fifth Avenue, New York, N. Y. 


COMMERCIAL STRUCTURE 
NEW ENGLAND. Edward 
Gerish. Published the Department 
Commerce through the Government 
Printing Office, Washington, 
321 pages. Price $0.95. 

The facts pertaining the commer- 
cial structure New England are pre- 


Arms, Ammunition Parts 
Mauser -Luger - Merkel Bros.-Mannlicher,- Webley - Scott, etc. 

Fall line American Arms Ammunition 
pringfield's to Col. Whelen’s Revised Specifications 
yea stock in America of fine new Rifles, Trap, Field Guns, 
Side Arms, Air Rifles & Pistols. * Telescopes mounted. Expert 
Repairing. * Send 25c in stamps for 128 page Arms Catalog. 
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sented and far possible the signifi- 
cance each factor indicated. 
ticular attention given the effect 
the more modern external influences 
upon trade. 


MANNA-HATIN, The Story New 
York. Published the Manhattan 
Co., New York. Distributed the 
Bank Manhattan Trust Company, 
International Acceptance Bank, 
and International Manhattan Com- 
pany. 269 pages. 

The book not intended history 
but story the development the 
city which the acknowledged commer- 
cial metropolis the world. The style 
keeping with the story form 
presentation and profusely illus- 
trated. 


ASPECTS EUROPEAN ECONOM- 
ICS AND RECONSTRUCTION. 
William Scheifley, Ph. Indi- 
ana University. Published the 
Wetzel Publishing Company, Los An- 
geles. 310 pages. Price $3.00. 

The volume contains chapters eco- 
nomic movements Great Britain, Ger- 
many, Italy, France, Spain, Holland and 
Belgium. Discussions range over great 
variety subjects. 


THE FINANCIAL ORGANIZATION 
SOCIETY. Harold Moul- 
ton, President the Brookings Insti- 
tution, Washington, Published 
the Chicago University Press, Chi- 
cago, Ill. 790 pages. Price $4.00. 
This revised edition work 

published January, 1921, with sec- 

ond edition which appeared October, 

1925. Mr. Moulton, preface this 

edition, calls attention the fact that 

recent fundamental economic changes 
have justified complete revision the 
text and the addition much material. 

Discount companies, investment trusts, 

Federal reserve open market policies, 

chain and group banking and agricul- 

tural credit machinery are among the 
subjects whose increasing importance 
recognized. typography, arrange- 
ment and indexing the book designed 
serve volume quick reference, 
educational text book and compen- 
dium general information “The 
Financial Organization Society.” 


ECONOMICS MONEY, BANKING 
AND CREDIT. Cyril James, 
Ph. Assistant Professor Fi- 
nance, University Pennsylvania. 
Published the Ronald Press Com- 
pany, East 26th Street, New York. 
482 pages. Price $4.00. 


The writer has succeeded covering 
great range related economic phe- 
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nomena informatively. was appar- 
ently equipped with understanding 
the questions most frequently the 
minds students economics, and 
this way was able answer them 
minimum space. The twenty-nine 
chapters include discussions money, 
gold, credit, various types banking, 
commercial paper, discount, the Federal 
Reserve System, agricultural credits, 
recent trends banking and coopera- 
tion between central banks. 


THE AMERICAN FARMERS’ YEAR 
BOOK. Edited Dr. Samuels. 
Published the Farmers’ Publishing 
Company, 1133 Broadway, New York. 
404 pages. Price $2.50. 

This the 1930 and first edition; 166 
pages are devoted space for daily 
memoranda, blank forms designed 
help farmer keep his affairs order 
and suggested systems records and 
accounts. The book contains unusual 
amount detailed information every 
conceivable chemical 
formule useful waterproofing cotton 
duck the pulse, temperature and res- 
piration domestic animals. The in- 
dex arranged under system gen- 
eral topics such way that facts 
any particular question can easily 
discovered. 
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Los 


HEN Banker has valued customers leaving for 
Southern California, will them favor 
giving them letters introduction Security-First 


National Bank. 


With Resources exceeding $500,000,000; with more 
than 700,000 depositors; with many branches through- 
out Los Angeles, and sixty-two communities 
from Imperial Valley the South Fresno and 


California. 


San Obispo the North...this the domi- 
nant fit.ancial institution the southern part 


large, highly organized and very efficient Trust De- 
partment; Investment subsidiary...Security-First 
National Company; Department Research and 
Service joined with complete Banking service 
every Branch, make this the Institution employ 
your Pacific coast connection every way any bank 


can serve you. 


ECURITY-FIRST NATIONAL 
BANK LOS 


Factors Determining Value Utility Bonds 
(Continued from page 132) 


very badly mixed with local politics. 
Newspapers and magazines were filled 
with attacks “public utility barons,” 
and was frequently debated question 
whether the local city councils had cor- 
rupted the public utility authorities 
vice versa. 

over franchise matters. Today there 
pretty general acceptance the theory 
that public utility company entitled 
operate without time limit during 
good behaviour, subject the regulation 
and control the public utility com- 
mission the state which operates, 
thus substituting the indeterminate per- 
mit for the limited term franchise. 

third very important factor the 
increased popularity public utility 
securities has resulted from the intensive 
campaigns for customer ownership 


utility stocks that within the past 


fifteen twenty years have come 
recognized very important part 
the financial program practically 
all operating utility companies. 
result the prosperity public util- 
ities, the experience the stockholders 
over this period has been very happy 
one. This wide-spread ownership 
utility stocks, which extends 


throughout the country, bulwark 
against political attack public utilities 
general, and small measure 
responsible for the considerably more 
favorable attitude the part the 
public toward public utilities com- 
pared with the attitude that existed say 
twenty years ago. 


Holding Companies Control 
Per Cent 


ITH these reasons for the in- 

creased popularity public utility 
bonds mind, examine some the re- 
cent developments public utility fi- 
nancing, particularly the growth the 
holding company. The gathering 
public utility properties under the owner- 
ship holding companies has gone for- 
ward very rapidly, especially since the 
World War, until now estimated 
over per cent the electric lighting 
and power business the United States 
now under the control holding com- 
panies. The development such com- 
panies, particularly, the electric light- 
ing and power industry has been 
economic necessity furnishing the 
tremendous amounts capital that have 
been necessary for public utility develop- 


YOUR 


CANADIAN 
CORRESPONDENT 


GUARDIAN 
TRUST COMPANY 
618 ST. JAMES ST., MONTREAL 


Robert Stanger, Pres. 


BANK FOR SALE 
BLACKWELL, OKLAHOMA 


Building and fixtures on best corner. Counters taver- 
nelle—red verona marble, four windows, three officers 
spaces. Large Mosler screw door safe, mahogany desks, 
three ledger posters, two (Burroughs) , 
200 lock boxes, two vauits. two banks; town 
of 10,000. Address WM. H. PAULY. Blackwell, Okla. 


POSTERS 


For Window and Lobby Display 


Booklet miniature proofs new series 
mailed banks request, obligation 


HOLLAND ADVERTISING CO., Inc. 
578 Madison Avenue, New York 
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conservative charge capital invest- 
ments expense when means pe- 
nalization stockholders? conservative 
show high earnings neglecting ade- 
quate provision for depreciation? Users 
American Appraisal Service, provided with 
the facts, are able control both their op- 
timism and conservatism, depart only 
knowingly from the truth. 


THE 


AMERIGAN APPRAISAL 
GOMPANY 


New 


Chicago 


Milwaukee 


and Principal Cities 
INTERNATIONAL ORGANIZATION 


Executives, Attention! 


Is your guard (private police force) 
a model of neatness, efficiency and proper 
training? Would you care to interview a 
man who can organize and maintain such 
a guard? One with a wonderful record of 
past performance. For further information 
write Box X, American Bankers Association 
Journal. 


Are 


From False Alarms? 


ANKS protected by Padua Hold-up Alarm units 

are protected from false alarms by the patented 
Padua construction. Let us tell you how you can 
make use of Padua units in connection with your 
present alarm system. 


Lift of foot sets off alarm. No false alarm via the mop 


PADUA Hold-Up Alarm Corporation 
Seneca Street, Cohoes, 


4 


BETTER COIN 


Catalogue printed 
colors describes these 
and other handy tools 
for the coin teller, and 
lists 400 dealers ready 


serve you. 


Write for Catalogue and List 


The C.L. Co, Cincinnati, Ohio 
Clark 


ment recent years. 
Telephone and Telegraph Company 
often referred ideal type 
holding company. furnishes its 
subsidiaries the benefit expert man- 
agement, engineering ability, complete 
financial service, economy mass buy- 
ing, and the results its intensive 
efforts research. The trend today 
industry, well utilities, toward 
mergers and larger units effort 
reduce cost, increase production, there- 
increasing profits. the field 
public service corporations this trend 
seen the development the public 
utility holding company gathering under 
common ownership companies operating 
many towns and many states. 


Convertible Bonds 

bonds public utility holding 
companies that have recent 
years encountered the convertible fea- 
tures and bonds with stock purchase 
warrants that are appended make 
the particular issue more attractive 
the public and, therefore, more readily 
salable. These additional features the 
way stock purchase warrants and con- 
version rights are frequently valuable, 
but should analyzed quite apart from 
the safety the particular investment 
which is, course, the primary purpose 
for its consideration. considering 
bond with these extra attachments, 
well determine possible how much 
additional the way price being 
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paid for the bond because these con- 
version features stock purchase war- 
rants. other words, what would the 
bond worth without them should the 
conversion feature subsequently prove 
have value, not infrequently has 
happened? 

Another point connection with hold- 
ing company bonds the method 
presentation their earnings 
ments. Usually one the first questions 
asked buyer public utility bonds 
is, “How many times interest charges 
does the company earn?” This rule has 
been applied operating companies for 
many years, and generally accepted 
that public utility operating company 
which can show consistently net earnings 
two times interest charges, including 
the charges the new issue then offered, 
quently see issues public utility hold- 
ing company bonds offered with state- 
ment that the earnings applicable the 
interest the bonds the holding com- 
pany after first deducting charges 
underlying debt are five eight times 
interest charges. Buyers might, there- 
fore, conclude that such bonds were 
superior the bonds operating 
company showing net earnings double 
interest charges. 


Such, however, not the case. 
presenting earnings statement 
holding company we-believe that 
fairer and more conservative combine 
the interest charges the operating com- 
panies, together with the interest charges 
the holding company securities, and 
apply them against the net earnings 
the system, because this gives truer 
picture the whole situation and fur- 
nishes logical comparison with the long 
established practice judging the bonds 
operating utility companies. 

report one the most success 
ful public utility holding companies 
attention was directed the fact that 
increase per cent the amount 
net earnings the system would make 
increase per cent the amount 
earnings available for the common 
stock the holding company. the 
same token evident that due 
unfavorable developments should 
decrease per cent the net 
earnings the system, the amount 
available for the common stock the 
holding company would diminished 
per cent. 

Let now examine some fundamental 
rules for guidance the selection 
safe utility bonds for bank in- 
vestment. While “rule thumb” 
will work all cases, the following may 
set down general principles that 
will found value the examination 
public utility bonds. 


Five Central Questions 


the issue sponsored investment 

1 organization with conservative stand- 
ards and experience public utility 
financing, thus giving the company ade- 
quate banking support? 
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Are the earnings the property satisfac- 
tory, that is, are net earnings approx- 
twice bond interest charges, 
including interest present financing? 
What are the sources of earnings, that 
is, what percentages are derived from 
traction or other miscellaneous business? 


3. Is the issue of such size, quality and im- 
portance as to assure at least a fair 
degree of marketability, a feature of 
great value, especially for banks, and 
one which frequently does not receive 
sufficient attention? 


4, Is the management in capable and experi- 
enced hands? 


the territory served growing one with 
substantial population, offering good 
possibilities for the development earn- 
ings? 

These comments may value 
helping picture the public utility situ- 
ation whole and know the qualities 
look for selecting bonds that 
character for bank investment. The 
greatest mistakes banks have made 
the purchase public utility bonds have 
been buying small obscure issues 
very limited marketability apparently 
with the thought they were making 
safe investment and were getting 
handsome return. During the past few 
years many small utility properties have 
been acquired independent operators 
with the belief that they could sold 
profit one the holding company 
groups. Temporary financing 
these small properties with the 
expectation that before maturity the 
securities, the property would sold. 
Unfortunately, these plans have not all 
worked out with the result that ma- 
turity some these loans forced 
extensions have been necessary for the 
that the loans could not re- 
financed under present conditions. Such 
experiences indicate that bank much 
better off, buying utility bonds, 
confine itself the securities sizable 
companies because good degree mar- 
ketability cannot expected very 
small issues. 


Unlike industrial enterprises which 
usually finance themselves out earn- 
ings, the very rapid growth public 
utilities during the past ten years has 
necessitated the raising tremendous 
amounts new capital. This capital 
has been raised through sale secur- 
ities, stocks and bonds. There every 
indication that this rate growth will 
continue for many years behooves 
the banking fraternity keep informed 
utility financing because there 


Condition Business 
(Continued from page 


year and with higher earnings for rep- 
resentative producers. Manufacturers 
paper and products have most cases 
shown better profits than last year. 
Radio companies are beginning their 
seasonal expansion with fair prospects 
despite the recent price-wars and un- 
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enjoy the protective background highly liquid assets, with 
credit factors widely diversified region and enterprise. Long 
regarded national standard for short term investment, they 
have been purchased individuals, institutions and 
thousands banks the country over. 


available convenient maturities and 
denominations current discount rates 


GENERAL 
CORPORATION 


OFFICES IN 


Executive Office 


CAPITAL, 


MIDLAND 


PRINCIPAL 


57TH STREET 


SURPLUS AND UNDIVIDED PROFITS 


CITIES 
New York City 


OVER SURPLUS AND UNDIVIDED 000,000 


BANK 


Complete Banking Service 


The Midland Bank offers exceptional facilities 
for the transaction banking business every 


description. 


has offices the Atlantic Liners 
Berengaria” 


and with affiliated banks operates over 2500 
branches Great Britain and Northern Ireland. 


The offices Poultry and 196 Piccadilly are 
specially equipped for the use and convenience 
American visitors London. 


Head POULTRY, LONDON, E.C.2 


Overseas Branch 


settlement the industry. Sugar re- 
finers are enjoying heavy demand for 
their product and getting the benefit 
the lowest prices seventy years. 


Other Industries 


AYON has been having the best de- 

mand any the major textiles, 
but has been affected seriously cur- 
tailed activity the silk, cotton and 
woolen mills which use rayon mix- 
tures. Moreover, the low price raw 
silk reduces the price advantage nor- 
mally held artificial silk, and prices 


OLD BROAD STREET, LONDON, E.C. 


CREDITO ITALIANO 


Lire 
urplus 300, 
(as Dec. 31, 31, 1929). Lire 7,659,000,000 


HEAD OFFICE: MILAN, ITALY 


112 Branches throughout Italy 


London Branch: 2 Royal Exchange Avenue B.C. 8 
Representative Offices in Berlin, Paris and New 
York (67 Street). 
Affiliated Banks 
Banca Coloniaie Di Credito (Asmara and Massaw) 
Di Sconto (Zara, Sebenico and 
palato 


Banca Nazionale D’Albania (Durazzo, 
Scutari, Oorizza 
Banca o Di Oredito (Lugano and Chiasso) 
Banco Italo-Egisiano (Alexandria, Beni-Masar, 
Cairo, Fayum, nsura, etc.) 
Bangue Italo-Francaise De Credit (Paris, Mar- 
seilles, Nice), Tunis and Grombalia (Tunis) 
Ital! ian Bank of China (Tientsin and Shanghai) 


Tirana, 
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$250,000 


Lombard, 


Improvement Bonds 


Serial Maturities 1937 1948 


Lombard (population 6000) 
well known Chicago Suburb, lo- 
cated miles west the down- 
town “loop” district. 

These bonds are payable from 
special taxes levied against 50% 
the area the City, which taxes 
are lien ahead all 
brances and co-equal with general 
taxes. 


Price: 100 and Interest 
Yielding 


Special Concessions Banks 


Bond 


Incorporated 1910 


Investment Securities 


South Salle Chicago 


“4 


Over 700 Banks 
Have Accepted 


Our “SPECIAL SERVICE PLAN” 
for Banks Execution Un- 
listed Security Orders, com- 
bining specialized training, 
knowledge and equipment 
with that protection given 
listed trading. 


Booklet 


describing our plan will 
sent upon request. 


OBSON WALLACE 
Unlisted Ass'n. 
Corn Exchange Bank Trust Building 
William Street New York 


the latter have been substantially re- 
duced the leading manufacturers. 
Cotton production has been stand- 
still awaiting some evidence that raw 
cotton prices have stabilized, and woolens 
have been affected price weakness, 
restricted demand and uncertainty the 
outlook for summer and fall retail trade. 
The apparel business has not been 
standard this year, generally speak- 
ing. Silks have been selling well 
consumers, but the drop prices has 
practically eliminated any possibility 
profit. 

Other industries that 
seriously affected the world-wide de- 
cline commodity prices are rubber 
tires, and non-ferrous metal mining, in- 
cluding copper, lead and zinc. The latter 
has just turned upward again and the 
feeling trade circles that the bottom 
has been reached metal prices. Re- 
ports indicate that purchases the 
present low prices have been enormous, 
for both domestic and foreign account. 

Near-term prospects are still dis- 
couraging for few industries which are 
operating the face particularly un- 
favorable conditions. Coal mining still 
labors under the handicap low prices 
and competition from oil and gas fuel, 
well electric power generated 
water-driven installations. Aircraft 
both 
planes and engines this year, and the 
demand for machines for private flying 
expanding more slowly than 
was anticipated. Lumbering faces nar- 
rowing demand due the prevalence 
steel and concrete construction, fire- 
proof doors, windows and interiors, man- 
ufactured wall-board, exteriors and 
Sugar production excessive, 
and because the 
barriers and other artificial restraints 
trade there telling how soon the 
unremunerative price will reduce pro- 
duction and correct the situation. 
improvement can seen the outlook 
for the traction industry, and most 
the street car lines that have not already 
ceased operations and surrendered their 
franchises are making scarcely enough 
cover their fixed charges. 


The Banking Situation 


unusual ease the money 

market that has been developing 
since the first the year and was ac- 
centuated since July direct result 
the slack demand for commercial 
loans. With steady increase demand 
and time deposits the banks have ab- 
sorbed all the available short term in- 
vestments, such bankers’ acceptances 
and Treasury and then 
turned toward the purchase long- 
term investments very substantial 
way. The combined total loans and 
investments the reporting member 
banks is, about line with the normal 


REPORTING MEMBER BANKS LOANS AND MENTS 
BILLIONS DOLLARS 


1926 1927 1928 | 1929 


Note: First report of each month—1930 figures weekly, 


trend over period years, may 
seen from the accompanying chart. 

the course the financial upheaval 
that took place during the past twelve 
months, there has been interesting 
shifting around resources that not 
apparent from the figures earning 
assets alone. the time the stock- 
market break, major portion the 
funds loaned brokers corporations, 
private bankers, foreign interests, etc., 
was withdrawn, and the loans were 
called the New York banks were forced 
take them over that the stock panic 
would not accompanied money 
panic also. This amounted throwing 
these funds back into the banking sys- 
tem, and the sharp rise the chart 
shows the immediate effect. 

Since then, however, considerable 
portion the brokers’ loans have been 
liquidated the level stock prices 
declined and many traders transferred 
their accounts out brokers’ hands 
the banks, though the aggregate se- 
cured loans being carried the banks 
still somewhat higher than year 
ago, and practically offsets the decline 
that occurred commercial loans. The 
reason for the gain total earning 
crease the bond account—both United 
States securities and corporation and 
municipal issues, may seen from 
the following comparison. 


Weekly Reporting Member Banks 
(In Millions Dollars) 


Change 
July 23, July 24, in 
1930 1929 Year 
Commercial loans... $8,454 $9,287 
Secured loans...... 8,398 7,683 +715 
Total loans...... $16,852 $16,970 —118 
U. S. securities..... 2,930 2,723 +207 
3,313 2,766 +547 
Total securities... $6,243 $5,490 +753 


Loans and securities $23,096 $22,459 
Demand deposits... 13,692 13,146 +546 


Time deposits...... 7,400 
Total deposits.... $21,212 $19,908 +1,304 


F.R.B. $191 $1,064 


This increase holdings invest- 
ments the member banks has been 
factor the distribution heavy 
volume new bond offerings this year 
firm and advancing quotations. The 
character new financing 1930 
radically different from that 1929, 
that this year has brought return 


~ 
| 
= 
| 
| | 
| 
= | | 
| 
| H 
| 
fi 
18 1925 930 
= 
= 
- 
- ‘ 
j 
-_ 
ye 
— 
' 
af — 
= 
4 
me 
~ 
- 
4 — 
~ 
= 
= 
J 
— 
> 
‘ 
‘ 
‘ 
‘ 
‘ 
4 
4 
‘ 
‘ : 
‘ 
8 
‘ 
‘ 
‘ 
4 
4 
‘ 
: 4 
4 ‘ 
‘ 
‘ 
\s 
4 
‘ 
4 ‘ 
‘ 
‘ ‘ 
‘ H 
4 
‘ 
‘ ‘ 
‘ 
H q 
‘ 
‘ 
‘ 
- 
H 
‘ 
H 
‘ 
‘ 
‘ 
4 ‘ 
‘ 
‘ 


August, 1980 


the popularity railroad, public 


utility, industrial, municipal and foreign 
bonds, whereas last year the sale 
corporate stocks was nearly three times 
large that bonds, and further- 
more, great deal the proceeds 
such financing did not directly into 
industry but was used the numerous 
financial, investment, holding and trad- 
ing companies for buying into securities 
already listed the exchanges, with 
the resultant rise and collapse prices 
that might have been expected. 


The following list issues $10,- 


000,000 more during the month will 
serve illustrate the manner which 
the investment market has returned 
normal. These, and other small issues 
made total $464,000,000 bond of- 
ferings during July through the 
while stock offerings came $53,000,000 
stocks. 


Major Bond Offerings July 


$50,000,000 Gen. Gas & Elec. Corp. 
33,730,000 *Texas Elec. Service Co. 
25,000,000 Canadian Pacific Rwy. Co. 
25,000,000 Austrian Gov’t Inter. Loan. 
25,000,000 *Pacific Gas & Electric Co. 
18,970,000 City of Chicago. 

18,834,500 Ohio Edison Co. 

18,000,000 State of Arkansas. 
17,000,000 Pacific Power & Light Co. 
16,100,000 City of Buenos Aires, Arg. 
15,000,000 *Pub. Ser. Co. of N. Ill. 
15,000,000 Fed. Inter. Credit Bank. 
15,000, City Philadelphia. 
15,000,000 Reading Co. 

15,000,000 California Packing Corp. 
14,931,000 *Armstrong Cork Co. 
12,000,000 Commonwealth Edison Co. 
12,000,000 Crane Co. 

10,000,000 *Assoc. Tel. & Tel. Co. 
10,000,000 Saxon Public Works, Inc. 


*Refunding. 


The International Bank 


COMPLETE yet easily understood 

presentation of the origin, orga- 
nization and function the new Bank 
for International Settlements. Basic 
official documents are fully reproduced 
in the Appendix. The author, Profes- 
sor Harry D. Gideonse of Rutgers 
University, experienced and rec- 
ognized scholar the field interna- 
tional economic relations. 


Seventy-five cents per copy, post- 
paid. Send your order directly to the 
Bureau of Economic and Business Research, 
Rutgers University, New Brunswick, New 


Jersey. 


File Your 
Journals 


Keep your back issues the Journal 
—they make invaluable source 
useful suggestions and ideas im- 
portant matters management, op- 
eration, customer relations, interna- 
tional finance and trade, legal and 
legislative developments, economics, 
etc., self-revising and always 
date manual covering every angle 
banking. 

assure safe-keeping and imme- 
diate accessibility, good binder, 
firm, durable, simple handle, 
now available for prompt delivery. 
The postpaid price only $2.00. 
Get your binder now. 


American Bankers Association 
Journal 
110 East 42nd St. New York, N. Y. 
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27,000,000 
Reasons Why 


URING the quarter cen- 

tury Stewart-Warner has 
been engaged fine precision 
manufacture, its products and 
those its subsidiaries have 
grown use, until today 
million reasons why this name 

over. Add this an- 
other fact—its million dol- 
lars resources—and you get 

Stewart-Warner solidity. 


List products and latest fi- 
nancial report obtainable 
broker’s office upon applica- 
tion direct the Corporation. 


STEWART-WARNER 
CORPORATION 
1826 Diversey Pkwy., Chicago 


and subsidiaries 


Stewart-Warner-Alemite Corp’n 
of Canada, Ltd. 


The Bassick Co. 
The Alemite Corp’n. 
The Stewart Die Casting Corp’n. 
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Customers: 


the National 
Electric Group, 
companies are sell- 
ing their Preferred 
Stock customers 
and employees. 


these 


customers 
eight—are now in- 
vestors companies 
which serve them. 


NATIONAL ELECTRIC 


POWER COMPANY... 
William Street, New York 


Todd Company I 
Union Trust Co. 
York Safe Lock Company............ 114 
F 


WHAT YOU THINK? 


Being more less personal talk between the and the 


Bring Fiduciary 
Business 


crux every method bring 

fiduciary business the stimulation 
the imagination the prospect whether 
that prospect individual the public 
whole. before there any 
favorable action the prospect’s mind must 
consider two things—what wants done 
with his estate, and what will done 
does not take action. 

Persons unfamiliar with the inheritance 
laws their stetes may conclude that what 
they want done will naturally follow, 
though the absence appropriate and 
definite action their own part their 
savings may diverted persons, 
purposes absolute variance with their 
wishes. 


Anything therefore that stimulates think- 
ing the part the public should 
the nature leaven public thought— 
especially there touch the dramatic 
it. 

Little stories like the following broadcast 
through the daily newspapers, and widely 
distributed the printed matter the bank 
the trust company, cannot fail prompt 
many man and woman action who 
otherwise may drift along deluded with the 
thought that all will well with their 
relatives when the estate settled:— 


Vanquished 


New Jersey engineer and his devoted 
wife worked hard for many years and 
saved their money. They had planned 
save their youth, forego many the 
pleasures that the husband’s income would 
have afforded, and pile competence 
that they might quit work and enjoy life 
during their declining years. 

The husband came home every week with 
his pay check and turned over his 
wife. asked few questions about the 
money and she offered little information. 
Eventually, their wealth grew more than 
$60,000. 

They talked retiring next year. The 
husband had worked hard 
leisure and recreation his later years. 
The wife had helped him and saved the 
money. 

But the wife died suddenly. When the 
time for settlement the estate came, 
was discovered that family money and 
property was all the wife’s name and 
that she apparently left will. Under the 
law, the wealth goes, unless will found, 
her children former marriage. 

The man still working. likelv 


continue work, since has other 
means. The pleasures that planned 
have probably vanished from 
house formerly occupied himself and 
his wife and for which his earnings paid. 


Went the State 


STEP-FATHER Connecticut had 

$9,000 deposit his bank when 
died. had other relatives the 
world. left will, but had made 
statement the presence witnesses that 
wanted his only step-daughter have 
his money. 

Following his death the step-daughter 
went the bank claim the money. 
her consternation she learned that her step- 
father had made will and that under the 
state law step-daughter heir 
law. Consequently the $9,000 went the 
State Treasury and there was legal way 
which the bank could pay this money 
the deserving step-daughter who had 
cared for her step-father. 


Interest Alone Not 
Sufficient 


the Security State Bank Madison 
reference clearinghouse work, “we 
have been little more ambitious than 
most Our recommendations are 
along the line city clearinghouse asso- 
ciations, including credit bureau, per item 
charge, etc. 

“The small banks must realize that they 
cannot survive they are receive interest 
earnings alone. 

“We must sell our services.” 


Too Many Men Rut 


many country bankers are 

rut. They think they must follow the 
methods pursued their fathers—that 
their customers would not stand for any- 
thing else. Yet, the very 
would limit credit minute for mer- 
chant who refused follow up-to-date 
methods.” 


“Small bankers are good deal like small 
farmers. The farmer won’t cut down his 
crops for fear giving his neighbor 
little advantage and the banker won’t offend 
customer for fear will the other 
fellow.” 


The foregoing are two the comments 
elicited from circular letter sent all 
state banks Dan Stephens, President 
the State Bank Division, American 
Bankers Association, urging the establish- 
ment more regional clearinghouses and 
the wider adoption the service charge. 

Mr. Stephens estimated that during 1929 
there were perhaps 6,000 banks that either 
were operated loss, made little 
that their earnings were trivial. 

the same time pointed the case 
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one bank with capital $100,000 
and average deposits less than $1,500,000 
that during 1929 had collected $11,000 
service charges, and that was exclusive 
float charges which item not omitted 
would have added. another $7,000 the 
service charge total. 

All the many responses the letter 
are not however comparable those quoted 
the foregoing. southern banker, for 
illustration, fears about losing cer- 
tain accounts. writes: 

“There are some sections where the 
service charges were put would 
playing into the hands the group and 
chain banks. Now our own case for 
number years have been making 
convenient for those having accounts 
less than $50.00 move their business 
away from us. have done this without 


creating any criticism the minds the 
people and have gotten these accounts off 
our books and loaded our neighbor, 
who with just about the same amount 
deposits requires twice many employees 
require. Our town entirely sur- 
rounded towns having 
controlled out nearby city. feel 
that these people our neighborhood who 
are opposed chain stores and chain 
banks are going come greater 
numbers than before.” 


Wisconsin banker sees the regional 
clearinghouse the all-important thing, 
for writes:— 

“If there one thing think not only 
the Wisconsin Bankers Association should 
but the American Bankers Association 
well, make this regional clearing- 
house proposition the paramount issue 
the Association. hear much about 
this reform and that reform and much 
about the hearings they are having 
Washington but what good are they 
the rural bank? The trouble with the 
rural bank yet they are calling these 
big bankers who many instances know 
nothing the small bank’s difficulties.” 


And according the commentator 
quoted below the regional clearinghouse, 
making service charges easy and effective, 
will more for banking than the pro- 
posed legislative changes now under con- 
sideration:— 

“Much can done improve the small 
bank and need not done through 
branch, chain group banking providing, 
however, the regional clearinghouse asso- 
ciations are put into effect and functioning 
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Seventy Broadway 


NEW YORK 


the address 


find Central Hanover correspondent 


relationship helpful and friendly 


banking connection. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 


Offices Manhattan Centers 
Representatives London, Paris, Berlin and Buenos Aires 


SECURITIES FOR SALE 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS 
OVER 105 MILLION DOLLARS 


Fe 


The Safe-Ledger Tray 


available three sizes 


UNTIL very recently was al- 
most impossible give import- 
ant, constantly used ledgers ade- 
quate, twenty-four hour day 
protection against fire. Even 
partial protection meant fre- 
quent time and energy consum- 
ing trips and from the vault. 


Only since the perfection Safe 
Ledger Tray has become pos- 
sible give your ledgers certi- 
fied, immediate protection the 
point use. 


Each Safe Ledger Tray built 
for the maximum fire resist- 
ing and each one 
certified have these qualities 


the fullest degree. Lid and 
tray are counterbalanced for in- 
stant action. touch the 
finger the trigger release 
snaps the lid into position for 
closing. slight push the 
hand and the tray with its con- 
tents drops into its insulated 
compartment. It’s 


safe. 


There Remington Rand man 
your city. His advice the 
protection your ledgers the 
point use ... the avoid- 
ance the fire 
implies obligation. 


Safe Cabinet Division 


Remington Rand 


BUSINESS 


SERVICE 


BUFFALO, NEW YORK 
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